State of Tennessee

Health Services and Development Agency

Andrew Jackson, 9" Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364  Fax: 615-741-9884

Date: August9, 2015
To: HSDA Members
From: Melanie M., Hill, Executive Director

Re: CONSENT CALENDAR JUSTIFICATION
CN1508-033 — Saint Thomas Medical Partners

As permitted by Statute and further explained by Agency Rule on the last page of this memo, | have
placed this application on the consent calendar based upon my determination that the application
appears to meet the established criteria for granting a certificate of need. If Agency Members determine
that the criteria have been met, a member may move to approve the application by adopting the criteria
set forth in this justification or develop another motion for approval that addresses each of the three
criteria required for approval of a certificate of need. If you find one or more of the criteria have not
been met, then a motion to deny is in order.

At the time the application entered the review cycle on September 1, 2015, it was not opposed. If the
application is opposed prior to being heard, it will move to the bottom of the regular October agenda
and the applicant will make a full presentation.

Summary—

Saint Thomas Medical Partners (STP) is seeking approval to initiate MRI services through the acquisition
of the MRI service owned and operated by the Howell-Allen clinic, formerly known as Neurological
Surgeons prior to 2004, a physician medical group based in Nashville. STP, a large multi-specialty group
practice with locations throughout Middle Tennessee and Southern Kentucky, is wholly owned by Saint
Thomas Network and is used to employ cardiologists, neurologists, primary care physicians, and
surgeons. A diagram of the ownership is on page 12 of the original application. Ascension Health is the
ultimate owner of the organization.



The existing MRI equipment (GE Horizon short bore 1.5 Tesla) will be acquired as part of the acquisition
of the physician practice. The equipment has been in use for about 10 years and the remaining useful
life is estimated to be about 5 years.

Please refer to the application for the specifics of the project.
Executive Director Justification -

| recommend approval of certificate of need application CN1508-033 for Saint Thomas Medical
Partners to initiate MRI services through the acquisition of the existing MRI service owned and
operated by the Howell-Allen clinic, which was formerly known as Neurological Surgeons prior to
2004 based upon my belief the following general criteria for a certificate of need have been met.

Need- The MRI in this project is part of an existing physician practice that has been highly utilized and is
expected to continue to be highly utilized due to the Saint Thomas Netwé;‘)&}higr‘js simply a change of
ownership of an existing MRI. -

Economic Feasibility-The project will be funded from the cash reserves of Saint Thomas Health.

Contribution to the Orderly Development of Health Care-This is simply a change of ownership of an
existing well-utilized MRI. There is a potential for expanded participation due to Saint Thomas Network’s
health insurance contracts with major payor sources, including TennCare MCO plans. Since a new MRl is
not being added, there is no duplication of services.

Statutory Citation -TCA 68-11-1608. Review of applications -- Report

(d)} The executive director may establish a date of less than sixty (60) days for reports on applications
that are to be considered for a consent or emergency calendar established in accordance with agency
rule. Any such rule shall provide that, in order to qualify for the consent calendar, an application must
not be opposed by any person with legal standing to oppose and the application must appear to meet
the established criteria for the issuance of a certificate of need. If opposition is stated in writing prior to
the application being formally considered by the agency, it shall be taken off the consent calendar and
placed on the next regular agenda, unless waived by the parties.

Rules of the Health Services and Development Agency - 0720-10-.05 CONSENT CALENDAR

(1) Each monthly meeting’s agenda will be available for both a consent calendar and a regular
calendar.
(2) In order to be placed on the consent calendar, the application must not be opposed by anyone

having legal standing to oppose the application, and the executive director must determine that the
application appears to meet the established criteria for granting a certificate of need. Public notice of all
applications intended to be placed on the consent calendar will be given.

(3) As to all applications which are placed on the consent calendar, the reviewing agency shall file its



official report with The Agency within thirty (30) days of the beginning of the applicable review
cycle.

(4) If opposition by anyone having legal standing to oppose the application is stated in writing prior
to the application being formally considered by The Agency, it will be taken off the consent
calendar and placed on the next regular agenda. Any member of The Agency may state

opposition to the application being heard on the consent calendar, and if reasonable grounds for
such opposition are given, the application will be removed from the consent calendar and placed
on the next regular agenda.

(a) For purposes of this rule, the “next regular agenda” means the next regular calendar to be
considered at the same monthly meeting.

(5) Any application which remains on the consent calendar will be individually considered and voted
upon by The Agency.
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HEALTH SERVICES AND DEVELOPMENT AGENCY
OCTOBER 28, 2015
APPLICATION SUMMARY

NAME OF PROJECT: Saint Thomas Medical Partners

PROJECT NUMBER: CN1508-033

ADDRESS: 2214 Elliston Place
Nashville (Davidson County), TN 37203

LEGAL OWNER: Saint Thomas Medical Partners
102 Woodmont Boulevard, Suite 700
Nashville (Davidson County), TN 37205

OPERATING ENTITY: NA

CONTACT PERSON: Michael D. Brent, Attorney

DATE FILED: August 14, 2015
PROJECT COST: $2,213,165.44
FINANCING: Cash Reserves of Saint Thomas Health

PURPOSE FOR FILING: Initiation of MRI services

DESCRIPTION:

Saint Thomas Medical Partners d/b/a Saint Thomas Medical Partners-
Neurosurgery Imaging Center (STP), a multi-specialty physician group formed as a
Tennessee non-profit corporation in April 1993 and a wholly owned subsidiary of
Saint Thomas Health Network ultimately owned by Ascension Health, is seeking
approval to initiate magnetic resonance imaging (MRI) services through the
acquisition of the MRI service owned and operated by the Howell-Allen Clinic,
formerly known as Neurological Surgeons prior to 2004, a physician medical group
based in Nashville whose members consist of neurosurgeons and neurologists. This
is, in effect, a change in ownership and operational management of the existing
MRI service approved in Neurological Surgeons, P.C., CN9902-013AM for the
initiation of MRI services at 2018 Murphy Avenue, Nashville. The original
Certificate of Need was subsequently amended at the April 23, 2003 Agency
meeting to reflect a change in location to 2214 Elliston Place in Nashville, a distance
of approximately 400 yards from the site approved in CN9902-013AM. Other than

Saint Thomas Medical Partners
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the transfer of operation of the MRI service from the specialty physician group to
Saint Thomas Medical Partners, the project will not change the location of the
existing MRI unit, the service area or add any new medical equipment or services
requiring CON approval. This application has been placed under CONSENT
CALENDAR REVIEW in accordance with TCA §68-11-1608(d) and Agency Rule
0720-10-.05

CRITERIA AND STANDARDS REVIEW

MAGNETIC RESONANCE IMAGING SERVICES

1. Utilization Standards for non-Specialty MRI Units.
a. An applicant proposing a new non-Specialty stationary
MRI service should project a minimum of at least 2160 MRI
procedures in the first year of service, building to a minimum of
2520 procedures per year by the second year of service, and
building to a minimum of 2880 procedures per year by the third
year of service and for every year thereafter.

The proposed Saint Thomas Medical Partners MRI service will be a new
service for the applicant as a result of its acquisition of an existing, well
utilized ancillary MRI service approved in CN9902-013AM of a medical
practice based in Nashville. The historical utilization of the medical group’s
ancillary MRI service was 4,305 procedures in CY2012, 4,891 in CY2013
and 5,012 in CY2014, an increase of approximately 16.4% during the 3
year period.

If approved, the projected utilization under new operation by the applicant
is estimated at 4,104 procedures in Year 1. The projected utilization of
BMG’s new MRI service will substantially exceed the standard for a new
service in both the first and second year of the service.

It appears that the applicant will meet this criterion.

2. Access to MRI Units. All applicants for any proposed new MRI Unit
should document that the proposed location is accessible to
approximately 75% of the Service Area’s population. Applications that
include non-Tennessee counties in their proposed Service Areas should
provide evidence of the number of existing MRI units that service the non-
Tennessee counties and the impact on MRI unit utilization in the non-
Tennessee counties, including the specific location of those units located in
the non-Tennessee counties, their utilization rates, and their capacity (if
that data are available).

Saint Thomas Medical Partners
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As a multi-specialty medical group with over 375 physicians and offices

throughout Middle Tennessee and Southern Kentucky, the applicant’s
primary service area (PSA) is expected to remain unchanged from the
service area of the existing MRI service operated by the Howell-Allen
Clinic in Nashwville. The PSA consists of 7 Tennessee counties, including
Cheatham, Davidson, Robertson, Rutherford, Sumner, Williamson and
Wilson Counties. The applicant believes the PSA is reasonable based on
utilization of the current MRI service by residents of the PSA who are
registered patients of the medical group as shown in the table on page 7
of Supplemental 1.

It appears that this criterion has been met.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit

4.

should document that alternate shared services and lower cost
technology applications have been investigated and found less
advantageous in terms of accessibility, availability, continuity, cost,
and quality of care.

The project does not seek approval to add a new MRI unit to the service
area. The proposed change focuses on the initiation of MRI services as a
result of the applicant’s acquisition of the Howell Allen Clinic and its MRI
service originally approved in CN9902-013AM. The project involves no
change in location of the service, new equipment or other new services.

The applicant states that this proposal is the most economic and efficient
means to continue MRI services of an existing MRI service being operated
by a physician practice group with little or no disruption to continuity of
patient care and without adding new MRI equipment to the service area.

It appears that the applicant meets this criterion.

Need Standard for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a
Service Area when the combined average utilization of existing MRI
service providers is at or above 80% of the total capacity of 3600
procedures, or 2880 procedures, during the most recent twelve month
period reflected in the provider medical equipment report
maintained by the HSDA. The total capacity per MRI unit is based
upon the following formula:

Saint Thomas Medical Partners
CN1508-033
OCTOBER 28, 2015
PAGE 3



4
Stationary MRI Units: 1.20 procedures per hour x twelve hours per

day x 5 days per week x 50 weeks per year = 3,600 procedures per
year

Mobile MRI Units: Twelve (12) procedures per day x days per week
in operation x 50 weeks per year. For each day of operation per
week, the optimal efficiency is 480 procedures per year, or 80
percent of the total capacity of 600 procedures per year.

The subject of the application is the acquisition of an existing MRI unit
approved in Neurological Surgeons, P.C.,, CN9902-013AM that will not
increase the inventory of MIRI units in the primary service area. Note: for
informational purposes only HSDA calculated CY 2014 MRI utilization
at approximately 2,446 procedures per fixed unit or 84.9% of the 2,880
standard when excluding the 2 mobile units in the PSA.

The criteria do not apply to the project.

Note to Agency members: Criteria 5 and 6 are not included here since they are not
applicable as they relate to specialty MRI units.

7. Patient Safety and Quality of Care. The applicant shall provide evidence
that any proposed MRI Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify
the proposed MRI Unit for clinical use.

The applicant documented certification of the existing 1.5 Tesla GE Horizon
MRI unit by the Food and Drug Administration.

It appears that this criterion has been met.

b. The applicant should demonstrate that the proposed MRI
Procedures will be offered in a physical environment that
conforms to applicable federal standards, manufacturer’s
specifications, and licensing agencies’ requirements.

The project does not involve construction or related changes to
the physical location of the existing MRI service located in
approximately 550 square feet (SF) of space in an existing 3-
story 27,192 total SF medical office building at 2014 Elliston
Place in Nashville. The applicant confirmed that the MRI unit
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acquired as a result of CN9902-013AM is being operated in a
physical environment that conforms to federal manufacturer
standards.

It appears that this criterion has been met.

. The applicant should demonstrate how emergencies within the MRI
Unit facility will be managed in conformity with accepted medical
practice.

\,

N

As noted, the applicant’s proposed MRI service will remain at its present
location which is located within 1 mile of the Saint Thomas Hospital-
Midtown campus in Nashville. Per Item 7 of Supplemental 1, the
applicant clarified that patient emergencies will be managed in
accordance with agreements between Saint Thomas Medical Partners and
an affiliated radiology group and hospital (Saint Thomas Hospital-
Midtown).

It appears that this criterion has been met.

. The applicant should establish protocols that assure that all MRI
Procedures performed are medically necessary and will not
unnecessarily duplicate other services.

The applicant plans to follow established protocols of Saint Thomas Medical
Partners and will coordinate follow-up questions or concerns with referring
providers, as appropriate.

It appears that this criterion has been met.

. An applicant proposing to acquire any MRI Unit or institute any
MRI service, including Dedicated Breast and Extremity MRI Units,
shall demonstrate that it meets or is prepared to meet the staffing
recommendations and requirements set forth by the American College
of Radiology, including staff education and training programs.

The applicant stated that it is prepared to meet the staffing recommendations
& standards of the American College of Radiology.

It appears that this criterion has been met.

All applicants shall commit to obtain accreditation from the Joint
Commission, the American College of Radiology, or a comparable
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accreditation authority for MRI within two years following

operation of the proposed MRI Unit.

The applicant states it will continue to maintain active accreditation by this
organization.

It appears that this criterion has been met.

g. All applicants should seek and document emergency transfer
agreements with local area hospitals, as appropriate. An applicant’s
arrangements with its physician medical director must specify that
said physician be an active member of the subject transfer agreement
hospital medical staff.

As noted in the application, the MRI service is located within 1 mile from
the hospital campus of Saint Thomas Hospital-Midtown, an affiliate of
the applicant’s parent company. The applicant confirmed in
Supplemental 1 that it will enter into an emergency transfer agreement
with the hospital.

It appears that this criterion has been met.

8. The applicant should provide assurances that it will submit data in a timely
fashion as requested by the HSDA to maintain the HSDA Equipment

Registry.

The applicant indicates data will continue to be submitted to the HSDA
Equipment Registry within the expected time frame.

It appears that this criterion has been met.

9. In light of Rule 0720-11.01, which lists the factors concerning need on
which an application may be evaluated, and Principle No. 2 in the State Health
Plan, “Every citizen should have reasonable access to health care,” the HSDA
may decide to give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated
by the United States Health Resources and Services Administration; or

All or portions of the 7-county service area are located in Medically
Underserved Areas designated by the Health Resources and Services
Administration.

Saint Thomas Medical Partners
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The applicant meets this criterion.

b. Whois a “safety net hospital” or a “children’s hospital” as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

The criterion does not apply to this application.

c. Who provides a written commitment of intention to contract with at
least one TennCare MCO and, if providing adult services, to participate
in the Medicare program; or

The applicant states that Saint Thomas Medical Partners is a
participating provider in Medicare and Medicaid and is contracted with
TennCare MCOs available in the 10-county service area. A list of Saint
Thomas Health’s existing MCO contracts is provided in Attachment
A.13 in the application.

It appears that the applicant meets this criterion.

d. Who is proposing to use the MRI unit for patients that typically require
longer preparation and scanning times (e.g., pediatric, special needs,
sedated, and contrast agent use patients). The applicant shall provide in
its application information supporting the additional time required per
scan and the itpact on the need standard.

1t appears that this criterion does not apply to the project.

Staff Summary

The following information is a summary of the original application and all supplemental
responses. Any staff comments or notes, if applicable, will be in bold italics.

Saint Thomas Medical Partners (STP), a multi-specialty medical group owned by
the Saint Thomas Network, seeks approval to initiate and operate the existing MRI
service of the Howell Allen Clinic, formerly known as Neurological Surgeons, PC.
The service was approved in CN9902-013AM and is located at 2214 Elliston Place,
Suite 200 in Nashville, TN. The applicant plans to purchase the existing 1.5 Tesla
GE short bore MRI unit as part of its acquisition of the Howell Allen Clinic medical
practice (HAC). As such, the MRI service will continue to be used by the neurology
patients of the medical practice.

Ownership of the existing MRI equipment will transfer between the parties in
accordance with the fully executed 8/14/2105 Purchase Option Agreement
provided in the attachments to the August 25, 2015 supplemental response. The
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project does not involve a change in location or the addition of any new medical
equipment or services.

As a private physician practice, Saint Thomas Medical Partner’s proposed MRI
service does not require licensure by the Tennessee Department of Health. As such,
the applicant anticipates that MRI services can be implemented within
approximately 30-60 days of approval of the application in October, 2015. The
hours of operation will be 7:00 AM until 4:30PM Monday through Friday with later
hours, including weekends, provided as required.

Overview

The existing MRI service is an ancillary service of the Howell Allen Clinic, a
medical practice founded in 1983 that consists of 14 neurosurgeons and
neurologists and has a current patient caseload of approximately 20,000
registered patients. The medical group has several physician offices in
Davidson County. Its MRI service is located in approximately 522 square feet
of dedicated space on the 2nd Floor of an existing 3-story building located at
2214 Elliston Place in Nashville, Tennessee.

Formerly known as Neurological Surgeons, P.C. before February 2004, the
medical group received a Certificate of Need (CN9902-013AE) from the former
Health Facilities Commission at its June 1999 meeting to initiate MRI services
at 2018 Murphy Avenue in Nashville, Tennessee. The Certificate of Need was
subsequently amended in April 2003 to relocate the medical group’s MRI
service to 2214 Elliston Place in Nashville, a distance of approximately 400
yards.

The 1.5 Tesla GE Horizon unit went into operation in late 1999/ early 2000 and
was registered with the HSDA Equipment Registry on August 1, 2002 in
accordance with Agency Statute. The Howell Allen Clinic’s MRI service
performed 2,992 total MRI procedures in its first year of operation (CY 2001)
amounting to approximately 136% of the 2,200 procedures per unit MRI
utilization standard in effect at that time. Utilization reached an average of
approximately 4,736 MRI procedures from 2012-2014 or approximately 164% of
the current 2,880 MRI procedure standard. Note: For additional information
about Howell Allen Clinic and its MRI service, please see pages 14-15 of the
application and Item 10 of the 8/25/15 supplemental response.

Ownership

The applicant is a Tennessee non-profit corporation originally formed and
registered as Baptist Healthcare Group in April 1993. As noted in Attachment A.3
of the application, its corporate charter was amended in February 2015 changing
the name to Saint Thomas Medical Partners. Related highlights pertaining to the
ownership of the applicant and Saint Thomas Health are as follows:

Saint Thomas Medical Partners
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The multi-specialty physician medical group has more than 375 physician
members and is a wholly owned subsidiary of Saint Thomas Network, which
is ultimately wholly owned through successive entities by Ascension Health.
Saint Thomas Medical Partners multi-specialty physicians practice from
offices located across middle Tennessee and Southern Kentucky, West
Tennessee, North Mississippi and East Arkansas.
The applicant’s parent company has ownership interests in other hospitals
and healthcare services in Tennessee. It holds several outstanding and
unimplemented approved Certificates of Need that are highlighted at the
end of this project summary.
With respect to MRI only, hospitals affiliated through ownership by the
applicant’s parent company operate a total of 10 MRI units in Tennessee,
including units located on hospital campuses in Canon (1), Davidson (3),
DeKalb (1), Hickman (1), Rutherford (2), Warren (1) and White Counties (1).
An organization chart is provided on page 12 of the application.

Facility and MRI Equipment Information
Key highlights of the applicant’s proposed MRI service are noted below.

The proposed project is one component of the applicant’s overall acquisition
of The Howell Allen Clinic. The applicant alleges that the acquisition will
extend the off-site capabilities of Saint Thomas Medical Partners and serve
the community(s) where its physicians practice.

If approved, the applicant will continue MRI services for patients of The
Howell Allen Clinic.

The applicant plans to purchase the existing MRI unit for approximately
$359,960. Documentation in the form of a fully executed Purchase Option
Agreement was provided in Supplemental 1.

The location of the proposed MRI service in a 522 square foot area on the 2nd
floor of an existing building at 2014 Elliston Place in Nashville will not
change. The MRI service also shares approximately 2,612 of common area
space that is used for reception and patient waiting.

No new construction or renovation to the space dedicated to the medical
group’s MRI service is required.

A contingency cost of $20,000 is included in the total project cost for any
minor clean -up or cosmetic needs that might be necessary.

The existing MRI service approved in CN9902-013AM utilizes a 1.5 Tesla
short bore MRI unit manufactured by General Electric. As noted, HSDA
Equipment Registry records reflect that the existing MRI service is fully
registered and has averaged approximately 4,736 procedures per year from
2012-2014.

Per clarification provided in Items 4, 7 and 15 of Supplemental 1, the
applicant plans to enter into a Professional Services Agreement with a Saint
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Thomas Health affiliated radiology group for the provision of imaging
interpretation services and physician supervision.
e The contracted radiologists affiliated with Saint Thomas Health will bill all
payor sources directly for their professional (imaging interpretation) fees.
e Emergency services are within 1 mile at the closest Saint Thomas Health
affiliated hospital (Saint Thomas Hospital-Midtown).

Project Need

The applicant states that the certificate of need for continuation of the MRI service
approved in CN9902-013AM under new ownership and management by Saint
Thomas Medical Partners is needed for the following reasons:

¢ To meet HSDA requirements that address replacing previously approved
and implemented certificates of need due to a change in ownership.

e To continue MRI services as an effective imaging modality for neurology
patients of The Howell Allen Clinic who reside in a 10 county Middle
Tennessee primary service area.

e To contribute to Saint Thomas Health model of service to communities
where its physician members practice.

e To continue access by patients enrolled in Medicare and Medicaid at rates
similar to the historical utilization of the medical group’s MRI service.

Service Area Demographics
Saint Thomas Medical Partners proposed 7-county primary service area (PSA)
includes Cheatham, Davidson, Robertson, Rutherford, Sumner, Williamson and
Wilson Counties. Residents of Dickson, Maury and Montgomery comprise the
secondary service area (SSA). As clarified in Item 8 of Supplemental 1, residents of
the PSA and SSA accounted for 2,456 or approximately 60% of 4,104 total MRI
procedures performed by The Howell Allen Clinic in 2014. Highlights of the
applicant’s proposed service area are provided as follows:
e According to the Tennessee Department of Health, the total population of
the PSA is estimated at 1,606,876 residents in calendar year (CY) 2015
increasing by approximately 75% to 1,727,077 residents in CY 2019.
o The overall Tennessee statewide population is projected to grow by 3.7%
from 2015 to 2019.
o Residents age 65 and older account for approximately 11.9% of the total PSA
population compared to 15.2% statewide.
o The age 65 and older resident population is expected to increase by
approximately 16% compared to 12% statewide from CY2015 - CY2019.
» The number of residents enrolled in TennCare is approximately 269,440 or
16.8% of the total PSA population compared to 18.1% statewide.
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Applicant’s Historical and Projected Utilization
Projected utilization will be similar to the historical volumes of the existing medical
group’s MRI service in light of Saint Thomas Medical Partners plans to continue to
serve neurological patients of the practice as the new owner and manager of the
MRI service. Highlights that apply to the projected utilization of the MRI service
are as follows:

« No changes in practice site, equipment or service area.

« No significant change in scope of clinical applications from referrals by
applicant’s physicians such as scans of the brain, chest, pelvis and
extremities.

« Continued participation in Medicare and potential expanded participation
under Saint Thomas Network's health insurance contracts with major payor
sources, including TennCare MCO plans.

« Continuity of care through use of Saint Thomas Health Network provider
support services such as integrated electronic medical record systems,
scheduling and patient accounts management system support.

The historical and projected MRI utilization is shown in the table below.

Table 1- Applicant’s Historical and Proj ected Utilization
2012 2013 2014 % Change | 2015 Year1 | Year2
"11-14 (Est.)
4,305 4,891 5,012 16.4% 4,380 4,104 4,104

“Sources: HSDA Equipment Registry, Projected Data Chart, CN1503-010

The inventory and 3 year utilization trend of existing MRI providers and their use
by residents of the entire 7-county primary service area (PSA) was clarified per
HSDA request in Item 9 of Supplemental 2 using data from the HSDA Equipment
Registry. As a project involving no increase in the number of MRI units located in
the primary service area (PSA), a condensed version of the MRI inventory and
utilization in the PSA is shown in the table below.
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Utilization of Existing MRI Providers in Applicant’s PSA, 2012-2014

standard

Source: HSDA Equipment Registry

County Current 2012 2013 2014 %
units Change
(fixed) (mobile) "12-14
Davidson 54 0 | 130,843 | 130,611 | 134,733 3.0%
Cheatham 0 1 375 303 298 -20.5%
Robertson 1 0 2,780 3,232 3,407 22.6%
Rutherford 9 0] 20118 | 22,863 | 25,300 25.8%
Sumner 5 1 9,748 | 10,259 10,512 7.8%
Williamson 5 0] 14,373 | 14,549 14,008 -2.6%
Wilson 5 0 7,881 | 7,772 8,073 24%
Total 79 2 | 186,118 | 189,589 | 195,971 5.29%
Fixed MRI 79 NA | 183,789 | 187,049 | 193,255 5.15%
Unit Scans
only
Scans per 79 NA 2,326 2,367 2,446 5.15%
Fixed unit
Asa % of 80.8% 82.2% 84.9% NA
2,880

The table above reflects the following:

¢ Total provider utilization increased slightly by approximately 5.3%
from 186,118 total procedures in 2012 to 195,971 total procedures in

* In CY 2014, the combined utilization of the 79 fixed MRI units averaged
approximately 2,446 procedures per unit or 84.9% of the 2,880 fixed
MRI unit standard.

* MRI providers in Rutherford County had the largest increase in MRI

2014.

utilization during the period.

Project Cost

The total project cost is $2,213,165.44. As clarified in Item 11 of Supplemental 1, the
Project Costs Chart includes the cost of the facility lease payments the applicant will
be responsible for as part of its acquisition of the Howell Allen Clinic. This amount
is higher than the estimated fair market value of the rentable space in accordance

with Agency Rule. Major costs are as follows:

The actual facility lease cost is $1,243,947 or 56% of the total project cost.

The total equipment cost for the purchase and maintenance agreement of the
1.5 Tesla GE Horizon MRI unit is $934,700 or 42.2% of the total project cost.
As noted, the $20,000 contingency cost is included for minor repairs,

or painting that may be needed for the MRI space.

For other details on revised project cost of the project, see the Project Cost

Chart on page 37 of the application.

Saint Thomas Medical Partners
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Projected Data Chart
The revised Projected Data Chart provided in Supplemental 2 reflects $7,134,968 in
total gross operating revenue on 4,104 MRI procedures in Year 1 (average of $1,739
per MRI procedure). The Projected Data Chart reflects the following:

e Gross operating revenue increases by 2.9% from Year 1 to $7,349,017 on 4,104

procedures in Year 2.

e Net operating income (NOJ) is favorable in the first year of the project at
16.7% of gross operating revenue.
The applicant did not allocate deductions for charity services or bad debt in
the chart.
Contractual adjustments account for the highest deductions from revenue
averaging approximately 66.5% of gross revenue per year. It appears that
the applicant’s 34% combined Medicare/TennCare payor mix may help
explain why contractual adjustments are higher for this service.
A revised Projected Data Chart was necessary due to changes from the
original chart in the application pertaining to Salaries and Wages and Other
Expenses. Additionally, the annual facility lease payments needed to be
accounted for as an operating cost of the project.

Charges

The projected average gross charge amounts to approximately $1,739 in Year 1, an
increase of approximately 6.1% from the charge for the most recent 12-month
period (2014). Professional fees for imaging interpretation services will be billed
separately by the contract radiologist physician practice. Highlights of the
applicant’s charges are as follows:

e The fee schedule of the applicant’s MRI charges with breakout by CPT
classification compared to current Medicare allowable charges is shown on
page 40 of the application.

e After deductions, the projected average net charge is $582.23/ MRI scan.

e According to CY 2014 HSDA records, the $1,739 average gross charge is
between the $1,632.60 1st Quartile charge and the $2,229.43 median charge.

Payor Mix
e Saint Thomas Medical Partners participates in Medicare, TennCare MCO
plans operating in the PSA and major commercial and other health insurance
plans.
e The applicant’s combined payor mix in Year 1 is shown in the table below.

Saint Thomas Medical Partners
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MRI Government Payor Source, Year 1

Payor Source Gross Revenue As a % of Total
Medicare $2,342,410 32.7%
Tenncare $114,159 1.6%
Managed Care $700,654 10.0%
Commercial $3,922,091 54.9%
Self-Pay $6,421 0.1%
Other $49,231 0.7%
Total Gross $7,134,968 100%
Revenue
Financing

As clarified in Item 11 of Supplemental 1, the applicant expects little or no actual
cash outlay for start-up costs of the project. A letter dated August 25, 2015 from
Lisa Davis, Chief Financial Officer, Saint Thomas Health, was provided with
Supplemental 1 identifying the availability of cash reserves to fund the applicant’s
acquisition of the existing physician practice MRI service. Additional highlights are
noted below.

e The applicant will assume the facility lease for the use of the Elliston Place
facility.

e The MRI equipment is currently owned by The Howell Allen Clinic. The
applicant provided a fully executed Purchase Option Agreement in
Supplemental 1 that identifies the terms for its acquisition of the MRI unit.

e Review of the Balance Sheet for Saint Thomas Health revealed total current
assets of $221,419,000 including cash and cash equivalents of $19,242,000 and
total current liabilities of $147,352,000 for the period ending June 30, 2014. As
a result, the Current Ratio was approximately 1.5 to 1.0 for the period.

Note to Agency Members: current ratio is a measure of liquidity and is the ratio
of current assets to current liabilities which measures the ability of an entity to
cover its current liabilities with its existing current assets. A ratio of 1:1 would
be required to have the minimum amount of assets needed to cover current
liabilities.

Staffing
There are no changes planned for existing staffing of the proposed MRI service.

e Time allocated to the MRI service for a staff MRI technicians amounts to
approximately 3.0 full time equivalent.

¢ Administrative staff of the physician practice will be utilized to assist with
scheduling, billing and collections activities pertaining to the MRI service.

Saint Thomas Medical Partners
CN1508-033
OCTOBER 28, 2015
PAGE 14
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Licensure/Accreditation
As a private medical group practice, the applicant is not licensed by Tennessee
Department of Health. The applicant plans to continue accreditation by the
American College of Radiology. The current accreditation award expires April 17,
2017.

Corporate documentation, site control information, a vendor quote documenting the
maintenance service agreement cost and a copy of the FDA approval of the MRI unit are on
file at the Agency office and will be available at the Agency meeting.

Should the Agency vote to approve this project, the CON would expire in two
years.

CERTIFICATE OF NEED INFORMATION FOR THE APPLICANT:

There are no other Letters of Intent, denied or pending applications, or outstanding
Certificates of Need for this applicant.

Note: Saint Thomas Medical Partners is a wholly owned subsidiary of Saint Thomas Health
of Nashville Tennessee (STH). The applicant’s parent company has financial interests in
this project. STH has no other Letters of Intent or pending applications.

Outstanding Certificates of Need

Saint Thomas Mid-Town Hospital, CN1401-001A, has an outstanding Certificate
of Need which will expire on June 1, 2017. It was approved at the April 23, 2014
Agency meeting for the renovation of surgical suites, patient care areas, and
support space for the realignment and consolidation of total joint replacement
services at Saint Thomas Midtown Hospital (formerly known as Baptist Hospital)
located at 2000 Church Street in Nashville, TN. The estimated project cost is
$25,832,609. Project Status Update: Based upon an email from a representative of the
applicant dated October 12, 2015, the project is 90% done and operational. All of the ORs
and surgery support functions are complete and being utilized by patients. The remaining
work focuses on the refurbishing of existing patient rooms, which includes painting and
floor re-finishing.

Saint Thomas West Hospital f/k/a Saint Thomas Hospital, CN1110-037AM, has an
outstanding Certificate of Need which will expire on March 1, 2017. The project was
approved at the January 25, 2012 Agency meeting for construction of a three phase
hospital construction project, including the renovation of 89,134 square feet of
existing hospital space and the construction of a six level 135,537 sq. ft. patient
tower to be adjoined to the hospital located at 4220 Harding Road, Nashville, TN.
The services and areas affected include critical care, operating rooms, patient

Saint Thomas Medical Partners
CN1508-033
OCTOBER 28, 2015
PAGE 15
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registration, patient admission and testing, surgery waiting, surgery pre/ post-op,
emergency department, chest pain clinic, cardiac short stay, PACU, cath lab
holding and support space. Major medical equipment included in the project will
include one additional GE Discovery CT750 HD 128-slice CT scanner. No additional
services or licensed beds are being requested in the project. Note: Modification of the
project was approved at the June 25, 2014 Agency. The total estimated cost of the project
has been reduced by approximately $15 million as a result of the elimination of 4 ORs
and changes in the construction/renovation of 3 patient floors, shelled space & related
infrastructure. The revised estimated project cost is $95,780,000. Project Status update:
The project is approximately 50% completed. The largest part of the project (Surgical
Services Addition) has steel erection ongoing and will be topped out in the month of
October. Interior Renovations that are ongoing include work in the new PACU, Cath
Holding, and Operating Rooms. Recently completed phases include the Cath & Imaging
Offices.

Baptist Plaza Surgicare, CN1307-029AM, has an outstanding Certificate of Need
which will expire on December 1, 2015. It was approved at the October 23, 2013
Agency meeting for the relocation and replacement of the existing ASTC from 2011
Church Street Medical Plaza I Lower Level, Nashville (Davidson County) to the
northeast corner of the intersection of Church Street and 20t Avenue North
Nashville (Davidson County). The facility will be constructed in approximately
28,500 SF of rentable space in a new medical office building and will contain nine
(9) operating rooms and one (1) procedure room. Note: Modification of the project
was approved at the July 23, 2014 Agency meeting. The total estimated project
cost has been reduced by approximately $10 million. The ASTC will remain in its
current location at Medical Plaza 1 on the hospital campus of Saint Thomas-
Midtown and relocate from the basement to a new 34 floor addition with slightly
more space. The modification is a significant change to the project’s original plan
to relocate to a new building constructed on the northeast corner of Church Street
and 20 Avenue North near the hospital campus. The revised estimated project
cost is $19,095,948.00. Project Status Update: A request for an 18 month extension is
scheduled to be heard on the General Counsel’s Report at the October 28, 2015 Agency
meeting.

PLEASE REFER TO THE REPORT BY THE DEPARTMENT OF HEALTH,
DIVISION OF HEALTH STATISTICS, FOR A DETAILED ANALYSIS OF THE
STATUTORY CRITERIA OF NEED, ECONOMIC FEASIBILITY, AND
CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE IN
THE AREA FOR THIS PROJECT. THAT REPORT IS ATTACHED TO THIS
SUMMARY IMMEDIATELY FOLLOWING THE COLOR DIVIDER PAGE.

PIG;
10/01/2015
Saint Thomas Medical Partners
CN1508-033
OCTOBER 28, 2015
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State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9™ Floor

502 Deaderick Street

Nashville, TN 37243 :
www.tn.qov/hsda  Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in Tennessean, which is a newspaper of general circulation in Davidson
County, Tennessee, on or before August 10, 2015, for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that Saint Thomas Medical Partners (a Tennessee nonprofit corporation wholly owned by Saint Thomas Network,
which is a Tennessee nonprofit corporation wholly owned by Saint Thomas Health, a Tennessee nonprofit
corporation), intends to file an application for a Certificate of Need for the acquisition of an MR| and initiation of MRI
services, to be owned and managed by the applicant. The MRI service is currently provided in a physician practice
located at 2214 Elliston Place, Suite 200, in Nashville, Tennessee, 37203. The existing equipment, a GE Horizon
short bore MRI with magnet strength of 1.5 Tesla, will be purchased as part of the acquisition of the physician
gractice L:;nd the MRI will continue to be used for the patients of the practice. The estimated project cost is
2,213,165.

The anticipated filing date of the application is on or before August 14, 2015. The contact person for this project is
Michael D. Brent, Esq., who may be reached at Bradley Arant Boult Cummings LLP, 1600 Division Street, Suite
700, Nashville, Tennessee 37203. Mr. Brent's telephone number is (615) 252-2361 and his e-mail address is

mbrent@babc.com. )
-; 3/ 0/;- mbrent@babc.com

(Sig_ﬂla:ture)_ — (Date) (E-mail Address

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of

HF51 (Revised 01/09/2013 - all forms prior to this date are obsolete)
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BRADLEY ARANT
BouLt CuMMINGS

LLP

Michael D. Brent
Direct: 615.252.2361
Fax: 615.252.6361
mbrent@babc.com

ll:Ii

August 14, 2015

Ms. Melanie M. Hill

Tennessee Health Services & Development Agency
Andrew Jackson Building, 9th Floor

502 Deaderick Street

Nashville, Tennessee 37243

Dear Melanie:

Enclosed you will find an original, plus two copies, of a CON Application by Saint
Thomas Medical Partners, an affiliate of the Saint Thomas Network, related to the acquisition of
the physician practice known as the “Howell Allen Clinic,” and the MRI operated as a part of
that practice. As we have previously discussed, given the nature of this application, and the fact
this MRI has been in operation over a decade by these physicians, we request that you give
consideration to placing this application on the “Consent Calendar.”

Should you have any questions or need anything further, please do not hesitate to contact

me.
Very truly yours,
BRADLEY ARANT BOULT CUMMINGS LLP
Michael D. Brent

MDB/cae

7/3700264.1
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SAINT THOMAS MEDICAL PARTNERS
CERTIFICATE OF NEED APPLICATION
ACQUISITION OF MRI AND INITIATION OF MRI SERVICES

August 2015

7/3698193.3
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1. Name of Facility, Agency, or Institution

Saint Thomas Medical Partners d/b/a Saint Thomas Medical Partners — Neurosurgery -
Imaging Center

Name

2214 Elliston Place, Suite 200 Davidson

Street or Route County

Nashville TN 37203

City State Zip Code
2, Contact Person Available for Responses to Questions

Michael D. Brent Attorney

Name Title

Bradley Arant Boult Cummings LLP mbrent@babc.com

Company Name "~ Email Address

1600 Division Street, Suite 700 Nashville TN 37203

Street or Route City State Zip Code

Attorney 615-252-2361 615-252-6361

Association with Owner Phone Number Fax Number
3. Owner of the Facility, Agency or Institution

Saint Thomas Medical Partners 615-284-7847

Name Phone Number

102 Woodmont Boulevard, Suite 700 Davidson

Street or Route County

Nashville TN 37205

City State Zip Code

4, Type of Ownership of Control (Check One)

A. Sole Proprietorship ___F Government (State of TN or
B. Partnership Political Subdivision)

C. Limited Partnership G. Joint Venture

D. Corporate (For Profit) H. Limited Liability Company
E. Corporation (Not-for-Profit) X I.  (Other) Specify)

7/3698193.3
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PUT ALL ATTACHMENTS AT THE BACK OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER OF ALL ATTACHMENTS.

5. Name of Management/Operating Entity (If Applicable)
Not Applicable
Name
Street or Route County
City State Zip Code
PUT ALL ATTACHMENT AT THE END OF THE APPLICATION IN ORDER AND
REFERENCE THE APPLICABLE ITEM NUMBER ON ALL ATTACHMENTS
6. Legal Interest in the Site of the Institution (Check One)
A. Ownership D. Option to Lease
B. Option to Purchase E. Other (Specify)
C. Lease of_15* Years _ X
*Because the lease began in 2004, approximately 3.5 years of the original lease term
remain. There is a renewal option for an additional 5 year term.
7. Type of Institution (Check as appropriate—more than one response may apply)

Nursing Home

Outpatient Diagnostic Center
Recuperation Center
Rehabilitation Facility
Residential Hospice
Non-Residential Methadone
Facility

Birthing Center

Other Outpatient Facility
(Specify)
Other X Physician Practice (Neurology)

Hospital (Specify)
Ambulatory Surgical Treatment
Center (ASTC), Multi-Specialty
ASTC, Single Specialty
Home Health Agency
Hospice

Mental Health Hospital
Mental Health Residential
Treatment Facility

4

Mental Retardation Institutional
Habilitation Facility (ICF/MR)

T

I emmouo ®»
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8. Purpose of Review (Check as appropriate—more than one response may apply)
A. New Institution G. Change in Bed Complement
B. Replacement/Existing Facility ___ [Please note the type of change
C. Modification/Existing Facility by underlining the appropriate
D. Initiation of Health Care X response: Increase, Decrease,
Service as defined in TCA § Designation, Distribution,
68-11-1607(4) Conversion, Relocation)
(Specify) _MRI X H. Change of Location
E. Discontinue of OB Services |.  Other (Specify)
F. Acquisition of Equipment X
9. Bed Complement Data NOT APPLICABLE.
Please indicate current and proposed distribution and certification of facility beds.
Current Beds Staffed Beds TOTAL
Licensed *CON Beds Proposed Beds at
Completion
A. Medical
B. Surgical
C. Long-Term Care Hospital
D. Obstetrical
E. ICu/CCU
F. Neonatal
G. Pediatric -
H. Adult Psychiatric
I.  Geriatric Psychiatric
J.  Child/Adolescent Psychiatric
K. Rehabilitation _
L. Nursing Facility (non-Medicaid Certified)
M. Nursing Facility Level 1 (Medicaid only)
N. Nursing Facility Level 2 (Medicare only)
O. Nursing Facility Level 2
P. ICF/MR
Q. Adult Chemical Dependency (Detox)
R. Child and Adolescent Chemical
Dependency
S. Swing Beds
T. Mental Health Residential Treatment
U. Residential Hospice

11
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TOTAL
*CON-Beds approved but not yet in service
10. Medicare Provider Number 3704080
_Certification Type Physician’s Office/Clinic
1. Medicaid Provider Number 3704080
Certification Type Physician’s Office/Clinic

12. If this is a new facility, will certification be sought for Medicare and/or Medicaid? N/A

13. Identify all TennCare Managed Care Organizations/Behavioral Health Organization
(MCOs/BHOs) operating in the proposed service area. Will this project involve the treatment of
TennCare participants?__ Yes . If the response to this item is yes, please identify all
MCOs/BHOs with which the applicant has contracted or plans to contract.

Discuss any out-of-network relationships in place with MCOs/BHOs in the area.

Response to Section A, Item 3: Please See Attachment A.3.

Response to Section A, Item 4: Saint Thomas Medical Partners, a Tennessee nonprofit
organization, is a multispecialty group practice with practice locations throughout Middle
Tennessee and Southern Kentucky. Saint Thomas Medical Partners (the “Applicant”) is
wholly owned by Saint Thomas Network and is used to employ physicians, including all
cardiologists, neurologists, primary care physicians and surgeons (but excluding
hospitalists). It also operates a clinic pursuant to a professional services agreement with
Nashville Medical Group. The ownership structure is as follows:

Ascension Health

100%

Saint Thomas Health

100%

Saint Thomas Network

100%

Saint Thomas Medical
Partners

12
7/3698193.3



26

Ascension Health is a Catholic organization that is the largest not-for-profit health system
in the United States. Hospital members of Saint Thomas Health include Saint Thomas
West Hospital in Nashville, include Saint Thomas Midtown Hospital in Nashville, Saint
Thomas Rutherford Hospital in Murfreesboro and Saint Thomas Hickman Hospital in
Centerville.

Response to Section A, Item 5. Not applicable. The Applicant will manage the clinic.

Response to Section A, Item 6: Please see Attachment A.6. Please note that the lease
will be assigned from Howell Allen Clinic, P.C. f/k/a Neurological Surgeons, P.C. to the
Applicant.

Response to Section A, Item 13: The Applicant currently has contracts with various
Managed Care Organizations. The Applicant is Medicare and Medicaid certified. Please
see Attachment A.13 for a list of the Applicant’'s current contracts with Managed Care
Organizations.

13
7/3698193.3
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NOTE: Section B is intended to give the applicant an opportunity to describe the

project and to discuss the need that the applicant sees for the project.
Section C addresses how the project relates to the Certificate of Need
criteria of Need, Economic Feasibility, and the contribution to the Orderly
Development of Health Care. Discussions on how the application
relates to the criteria should not take place in this section unless
otherwise specified.

SECTION B: PROJECT DESCRIPTION

Please answer all questions on 8 1/2” x 11" white paper, clearly typed and spaced,
identified correctly and in the correct sequence. In answering, please type the question
and the response. All exhibits and tables must be attached to the end of the application
in correct sequence identifying the questions(s) to which they refer. If a particular question
does not apply to your project, indicate “Not Applicable (NA)” after that question.

Provide a brief executive summary of the project not to exceed two pages. Topics
to be included in the executive summary are a brief description of proposed
services and equipment, ownership structure, service area, need, existing
resources, project cost, funding, financial feasibility and staffing.

RESPONSE:

Introduction and Background

This project is for the acquisition of an MRI and initiation of MRI services by Saint
Thomas Medical Partners, a wholly owned subsidiary of Saint Thomas Network.
The Applicant owns and operates a multi-specialty medical practice with
approximately 375 physicians and providers and practice locations throughout
Middle Tennessee and Southern Kentucky. The service is currently provided in a
physician practice located at 2214 Elliston Place, Suite 200 in Nashville,
Tennessee, 37203. The existing equipment, a GE Horizon short bore MRI with
magnet strength of 1.5 Tesla (the “MRI"), will be purchased as part of the
acquisition of the physician practice and the MRI will continue to be used for the
patients of the practice. The existing MRI was approved for the practice by
Certtificate of Need CN# 9902-013. The MRI will be wholly owned and operated by
the Applicant with professionals and technical personnel provided by the Applicant.
The purchase of the equipment will be from cash reserves. The total project cost
is estimated at $2,213,165.

Need
Davidson County residents account for more than 30% of the MRI units procedures
performed in 2014. Davidson County, together with its surrounding counties, such

as Rutherford, Sumner, Wilson, and Williamson Counties, account for more than
60% of the MRI procedures performed at the physician practice in 2014. The

14

7/3698193.3



28

consistent high utilization of the MRI throughout the past three years, as later
discussed, indicates a continued need for the MRI.

The Applicant does not anticipate that it will hire staff in addition to the physicians
and personnel it will employ pursuant to the physician practice acquisition to
accommodate the proposed project.

. Provide a detailed narrative of the project by addressing the following items as they
relate to the proposal.

A

7/3698193.3

Describe the construction, modification and/or renovation of the facility
(exclusive of major medical equipment covered by T.C.A. § 68-11-1601 et
seq.) including square footage, major operational areas, room
configuration, etc. Applicants with hospital projects (construction cost in
excess of $5 million) and other facility projects (construction cost in excess
of $2 million) should complete the Square Footage and Cost per Square
Footage Chart. Utilizing the attached Chart, applicants with hospital projects
should complete Parts A.-E. by identifying as applicable nursing units,
ancillary areas, and support areas affected by this project. Provide the
location of the unit/service within the existing facility along with current
square footage, where, if any, the unit/service will relocate temporarily
during construction and renovation, and then the location of the unit/service
with proposed square footage. The total cost per square foot should provide
a breakout between new construction and renovation cost per square foot.
Other facility projects need only complete Parts B.-E. Please also square
foot should provide a breakout between new construction and renovation
cost per square foot. Other facility projects need only complete Parts B.-E.
Please also discuss and justify the cost per square foot for this project. -

If the project involves none of the above, describe the development of the
proposal.

RESPONSE: The MRI identified in this project is part of an existing
physician practice located in Nashville, Tennessee. The proposed project
does not include construction or renovation since the equipment is being
purchased as one component of a physician practice acquisition. The
practice acquisition extends the off-site capabilities of the Applicant and
represents a distributive model of service to the Davidson County
community where Saint Thomas Medical Partners has a substantial
physician practice presence.

The MRI occupies approximately 522 square feet of dedicated space in the
leased premises and is also allocated 2,612 additional square feet of the
leased “common area” (reception area, waiting rooms, circulation areas,
etc.).

15
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Identify the number and type of beds increased, decreased, converted,
relocated, designated, and/or redistributed by this application. Describe the
reasons for change in bed allocations and describe the impact the bed

change will have on the existing services.

RESPONSE: Not applicable.

16



Ll

pajeAousy

£'E61869¢/L

4SO 8oL 3

4S9 ainnag/
uoneindig ‘g

4S9 [edUjd9|
fledlueyasiy - Q|

. [ejoL-qns
4S9 ‘pedeapun g

STVLOL

BJEQ/933/498 1N

uonenaID

Hoddng [eaulo

saoedg ANAROY

SWwooy juaned

Bleg/o39|3/uyssnN

uone|noID

uoeSIuIWLPY|

sooIneg Juaneding

wooy Ajlunwwon

[ejol MSN

pajeAousy

uoiesoT

4S As0)
|eulq pasodold

abejoo4 aienbg
|eut4 paesodold

. feuld
pasodoid

uoneso
Kelodwsa |

4s
Bunsixg

uoneoo
Bunsixg

Juswypedsg/yun v

"a|qedi|ddy JON

JH¥VHD 39V.100d J”VNOS ¥3d 1SOI ANV I3DVL004 JHVNOS




31

As the applicant, describe your need to provide the following health care
services (if applicable to this application):

©ONOO A WN =

Adult Psychiatric Services

Alcohol and Drug Treatment for Adolescents (exceeding 28 days)
Birthing Center

Burn Units

Cardiac Catheterization Services

Child and Adolescent Psychiatric Services
Extracorporeal Lithotripsy

Home Health Services

Hospice Services

Residential Hospice

ICF/MR Services

Long-term Care Services

Magnetic Resonance Imaging (MRI)
Mental Health Residential Treatment
Neonatal Intensive Care Unit
Non-Residential Methadone Treatment Centers
Open Heart Surgery

Positron Emission Tomography

Radiation Therapy/Linear Accelerator
Rehabilitation Services

Swing Beds

RESPONSE: The 1.5 Tesla Short Bore unit identified in this application has
proven effective for neurology patients of the current physician practice group for
over a decade and remains an effective modality for such patients.

The equipment currently exists and is operating at levels above the 2,880
procedures per year standard necessary to justify an additional MRI. The
equipment volume over the past several years is:

D.

7/3698193.3

2011 ' 6,052

2012 4,305
2013 4,891
2014 4,104
2015* 2,190

*Procedures performed through June 30, 2015

Describe the need to change location or replace an existing facility.

RESPONSE: Not applicable.

18
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Describe the acquisition of any item of major medical equipment (as defined
by the Agency Rules and the Statute) which exceeds a cost of $1.5 million:
and/or is a magnetic resonance imaging (MRI) scanner, positron emission
tomography (PET) scanner, extracorporeal lithotripter and/or linear
accelerator by responding to the following:

1. For fixed-site major medical equipment (not replacing existing
equipment):

a.

Describe the new equipment, including:
GE Horizon, 1.5 Tesla, Short Bore MRI

1. Total cost; (As defined by Agency Rule). $934,§OO

Per the Agency Rule, the total cost of $934,700
includes a service contract, a copy of which is
provided in Aftachment B.II.E.1

2. Expected useful life. The remaining useful life of the
MRI is estimated to be at least five (5) years.

3. List of clinical applications to be provided

A list of CPT codes that constitute the majority of the
scans performed is provided in Attachment B.Il.E.3.

4. Documentation of FDA approval. Previously
provided in the Agency approval of Certificate of Need
CN#9902-013

Provide current and proposed schedules of operations.

RESPONSE: MRI services are normally offered from 7:00
AM until 4:30 PM Monday through Friday, with later hours
(and weekends) provided as required.

2. For mobile major medical equipment:

® 2 0 T o

List all sites that will be served:;

Provide current and/or proposed schedule of operations;
Provide the lease or contract cost.

Provide the fair market value of the equipment; and

List the owner for the equipment.

RESPONSE: Not Applicable.

3. Indicate applicant’s legal interest in equipment (i.e., purchase,
lease, etc.) In the case of equipment purchase include a quote

19
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and/or proposal from an equipment vendor, or in the case of an
equipment lease provide a draft lease or contract that at least
includes the term of the lease and the anticipated lease payments.

RESPONSE: The major medical equipment will be purchased. Fair market
value of the equipment is estimated at $359,960.

. A. Attach a copy of the plot plan of the site on an 8 1/2" x 11" sheet of
white paper which must include:
1. Size of site (in acres);
2. Location of structure on the site;
3. Location of the proposed construction; and
4, Names of streets, roads or highway that cross or border the site.

Please note that the drawings do not need to be drawn to scale. Plot
plans are required for all projects.

RESPONSE: The building in which the MRl is located sits on .75 acres.
Please also see Attachment B.III.(A).

B. Describe the relationship of the site to public transportation routes, if any,
and to any highway or major road developments in the area. Describe the
accessibility of the proposed site to patients/clients.

RESPONSE: The facility is centrally located in Nashville with access to
major roads and interstates such as West End Avenue, Interstate 40, and
Interstate 440. The site is located approximately one and a half miles from
Interstate 440 and is easily accessible by traveling east on West End
Avenue and then traveling north on Louise Avenue. Additionally, the site is
located approximately one mile from Interstate 40 and is easily accessible
from that direction by traveling west on West End Avenue and north on
Louise Avenue.

Ninety-two percent (92%) of the workers in Davidson County drive to work;
therefore, employees as well as patients and their families would have no
difficulty reaching the facility.

(Source: http://ww.city-data.com/county/Davidson_County-TN.html).

IV.  Attach a floor plan drawing for the facility which includes legible labeling of patient
care rooms (noting private or semi-private), ancillary areas, equipment areas, etc.
on an 8 1/2" x 11” sheet of white paper.

NOTE: DO NOT SUBMIT BLUEPRINTS. Simple line drawings should be
submitted and need not be drawn to scale.

20
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RESPONSE: Please see Aftachment B.1V.

V. For a Home Health Agency or Hospice, identify:

Existing service area by County;
Proposed service area by County;

A parent or primary service provider;
Existing branches; and

LR

Proposed branches.

RESPONSE: Not Applicable.

21
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SECTION C: GENERAL CRITERIA FOR CERTIFICATE OF NEED

In accordance with Tennessee Code Annotated § 68-11-1609(b), “no Certificate of
Need shall be granted unless the action proposed in the application for such Certificate
is necessary to provide needed health care in the area to be served, can be
economically accomplished and maintained, and will contribute to the orderly
development of health care.” The three (3) criteria are further defined in Agency Rule
0720-4-.01. Further standards for guidance are provided in the state health plan
(Guidelines for Growth), developed pursuant to Tennessee Code Annotated §68-11-
1625.

The following questions are listed according to the three (3) criteria: (1) Need, (Il
Economic Feasibility, and (i) Contribution to the Orderly Development of Health Care.
Please respond to each question and provide underlying assumptions, data sources,
and methodologies when appropriate. Please type each question and its response on
an 8 1/2” x 11” white paper. All exhibits and tables must be attached to the end of the
application in correct sequence identifying the question(s) to which they refer. If a
question does not apply to your project, indicate “Not Applicable (NA).”

22
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QUESTIONS

NEED

1. Describe the relationship of this proposal toward the implementation of the
State Health Plan and Tennessee’s Health: - Guidelines for Growth.

a. Please provide a response to each criterion and standard in Certificate of
Need Categories that are applicable to the proposed project. Do not provide
responses to General Criteria and Standards (pages 6-9) here.

Magnetic Resonance Imaging
Utilization Standards for non-Specialty MRI Units.

a. An applicant proposing a new non-Specialty stationary MRI service
should project a minimum of at least 2160 MRI procedures in the first year
of service, building to a minimum of 2520 procedures per year by the second
year of service, and building to a minimum of 2880 procedures per year by
the third year of service and for every year thereafter.

RESPONSE: The MRI to be acquired exists, is currently in use in the Service
Area, and consistently performs more than 2,880 procedures per year, so the
requisite demand exists for this MRI in the service area.

b. Providers proposing a new non-Specialty mobile MRI service should
project a minimum of at least 360 mobile MRI procedures in the first year of
service per day of operation per week, building to an annual minimum of 420
procedures per day of operation per week by the second year of service, and
building to a minimum of 480 procedures per day of operation per week by
the third year of service and for every year thereafter.

RESPONSE: Not Applicable.

c. An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for MRI
units are developed. An applicant must demonstrate that the proposed unit
offers a unique and necessary technology for the provision of health care
services in the Service Area.

RESPONSE: Not Applicable. The Applicant meets and exceeds the standard
number of procedures.

d. Mobile MRI units shall not be subject to the need standard in paragraph 1
b if fewer than 150 days of service per year are provided at a given location.
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However, the applicant must demonstrate that existing services in the
applicant's Service Area are not adequate and/or that there are special
circumstances that require these additional services.

RESPONSE: Not Applicable.

e. Hybrid MRI Units. The HSDA may evaluate a CON application for an MRI
"hybrid" Unit (an MRI Unit that is combined/utilized with another medical
equipment such as a megavoltage radiation thera.py unit or a positron
emission tomography unit) based on the primary purposes of the Unit.

RESPONSE: Not Applicable.

Access to MRI Units. All applicants for any proposed new MRI Unit should
document that the proposed location is accessible to approximately 75% of
the Service Area's population. Applications that include non-Tennessee
counties in their proposed Service Areas should provide evidence of the
number of existing MRI units that service the non-Tennessee counties and
the impact on MRI unit utilization in the non-Tennessee counties, including
the specific location of those units located in the non-Tennessee counties,
their utilization rates, and their capacity (if that data are available).

RESPONSE: As previously mentioned, the facility housing the MR unit is centrally
located given its proximity to two of Nashville’s heavily used interstates, Interstates
40 and 440, as well as West End Avenue, which part of a major bus route. In
2014, the Applicant performed a total of 4,104 procedures. Coupling the facility’s
location near interstates, a major bus route, the fact that 92% of the Service Area’s
population drive together with the MRI unit's high utilization indicates that its
location is accessible to 75% of the Service Area’s population. Moreover, there
are multiple residential construction sites within a mile of the MRI that will put even
more Davidson County residents within easy access of the location.

Economic Efficiencies. All applicants for any proposed new MRI Unit should
document that alternate shared services and lower cost technology
applications have been investigated and found less advantageous in terms
of accessibility, availability, continuity, cost, and quality of care.

RESPONSE: Not Applicable. The Applicant will take over services being provided
by a currently existing MRI with one of the highest utilization rates in Davidson
County.

Need Standards for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a Service
Area when the combined average utilization of existing MRI service
providers is at or above 80% of the total capacity of 3600 procedures, or
2880 procedures, during the most recent twelve-month period reflected
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in the provider medical equipment report maintained by the HSDA. The
total capacity per MRI unit is based upon the following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours per day
x 5 days per week x 50 weeks per year = 3,600 procedures per year

Mobile MRI Units: Twelve (12) procedures per day x days per week in
operation x 50 weeks per year. For each day of operation per week,
the optimal efficiency is 480 procedures per year, or 80 percent of the
total capacity of 600 procedures per year.

RESPONSE: The Patient Origin Utilization chart prepared by the Health Services

and Development Agency indicates that 50,485 or 93.07% of the MRI procedures
performed for Davidson County residents were performed using MRIs in Davidson
County in 2013. Additionally, the Health Services Development Agency MRI
Utilization survey contains utilization data for all MRI units in Tennessee for the
years 2011-2013. MRI utilization in Davidson County in 2013 is detailed in the
chart below:

OoDC Davidson BeIIe Meade Imaglng 1 3085 3085

PO Davidson Center for Inflammatory 1 19 19
Disease

PO Davidson Elite Sports Medicine & 2 4771 2385.5
Orthopaedic Center

PO Davidson Heritage Medical Associates - 1* 1965 1965
Murphy Avenue

OoDC Davidson Hillsboro Imaging 1 4252 4252

oDC Davidson Millennium MR, LLC 1* 451 451

PO Davidson Nashville Bone and Joint 1* 939 939

HOSP Davidson Nashville General Hospital 1 1775 1775

PO Davidson Neurological Surgeons, PC 1 4891 4891
Imaging Office

OoDC Davidson Next Generation Imaging, 1* 859 859
LLC

H- Davidson One Hundred Oaks Breast 1 682 682

Imaging Center

oDC Davidson One Hundred Oaks Imaging 2 5430 2715

ODC Davidson Outpatient Diagnostic Center 2 5044 2522
of Nashville

PO Davidson Pain Management Group, PC 1 2712 2712

oDC Davidson Premier Orthopeadics and 2 4471 22355
Sports Medicine

OoDC Davidson Premier Radiology Belle 3 6929 2309.67
Meade

OoDC Davidson Premier Radiology Brentwood 1 1356 1356

OoDC Davidson Premier Radiology Hermitage 2 4603 2301.5

ODC Davidson Premier Radiology Midtown 2 1351 675.5

oDC Davidson Premier Radiology Nashville 1 2072 2072
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" 2013 Davidson County MRI Utilization el R
R et A A e B B R S motal A RIRaE e 105
Facility DB Tk | = SRS P T Number | Procedures | Procedures
Type | County | 0 Facility © | of MRI's (2013) | per MRl
ODC Davidson Specialty MRI 1* 1158 1158
OoDC Davidson St. Thomas Heart (Stopped N/A N/A N/A
2013)
HOSP Davidson St. Thomas Midtown Hospital 2 3249 1624.5
(fka Baptist Hospital)
HOSP Davidson St. Thomas West Hospital 2 5464 2732
(fka St. Thomas Hospital)
PO Davidson Tennessee Oncology, PET 1 1168 1168
Services
PO Davidson Tennessee Orthopaedic 3 6325 2108.33
Alliance Imaging
HOSP Davidson TriStar Centennial Medical 3 8840 2946.67
Center
HOSP Davidson TriStar Skyline Medical 2 8234 4117
Center
HOSP Davidson TriStar Southern Hills Medical 1 2740 2740
Center
HOSP Davidson TriStar Summit Medical 1 4020 4020
Center
HODC Davidson TriStar Summit Medical 1* 2249 2249
Center - ODC
HOSP Davidson Vanderbilt University Hospital 6 29507 4917.83

There are 49 fixed MRI units (3 of which are shared by two providers each) in the
Service Area. The MRI utilization of these 49 units was 130,611 MRI procedures
in 2013, representing an average utilization of 2,665.53 procedures. There were
52 MRI units in the Service Area in 2012 with an MRI utilization of 129,843,
representing an average utilization of 2,496.98 procedures. Most of the fixed units
operating below the utilization threshold are specialty MRI units, with lower
utilization standards, or physician practices. The high volume consistently
experienced with respect to the MRl over the last few years demonstrates the need
to continue this service.

(Sources:
http:i/www.tn.qov/assets/entities/hsdalattachments!patient origin2013.pdf;
http://www.tn.gov/assets/entities/hsda/attachments/m ri-equipment-utilization.pdf)

Need Standards for Specialty MRI Units.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to
acquire a dedicated fixed or mobile breast MRI unit shall not receive a CON
to use the MRI unit for non-dedicated purposes and shall demonstrate that
annual utilization of the proposed MRI unit in the third year of operation is
projected to be at least 1,600 MRI procedures ( .80 times the total capacity
of | procedure per hour times 40 hours per week times 50 weeks per year),
and that:
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I. It has an existing and ongoing working relationship with a breast-
imaging radiologist or radiology proactive group that has experience
interpreting breast images provided by mammography, ultrasound,
and MRJ unit equipment, and that is trained to interpret images
produced by an MRJ unit configured exclusively for mammographic
studies;

2. Its existing mammography equipment, breast ultrasound
equipment, and the proposed dedicated breast MRI unit are in
compliance with the federal Mammography Quality Standards Act;

3. It is part of or has a formal affiliation with an existing healthcare
system that provides comprehensive cancer care, including radiation
oncology, medical oncology, surgical oncology and an established
breast cancer treatment program that is based in the proposed service
area.

4. It has an existing relationship with an established collaborative
team for the treatment of breast cancer that includes radiologists,
pathologists, radiation oncologists, hematologist/oncologists,
surgeons, obstetricians/gynecologists, and primary care providers.

RESPONSE: Not Applicable.

b. Dedicated fixed or mobile Extremity MRI Unit. An applicant proposing to
institute a Dedicated fixed or mobile Extremity MRI Unit shall provide
documentation of the total capacity of the proposed MRJ Un it based on the
number of days of operation each week, the number of days to be operated
each year, the number of hours to be operated each day, and the average
number of MRI procedures the unit is capable of performing each hour. The
applicant shall then demonstrate that annual utilization of the proposed MR
Unit in the third year of operation is reasonably projected to be at least 80
per cent of the total capacity. Non-specialty MRI procedures shall not be
performed on a Dedicated fixed or mobile Extremity MRI Unit and a CON
granted for this use should so state on its face.

RESPONSE: Not Applicable.

c. Dedicated fixed or mobile Multi-position MRI Unit. An applicant proposing
to institute a Dedicated fixed or mobile Multi-position MRI Unit shall provide
documentation of the total capacity of the proposed MRI Unit based on the.
number of days of operation each week, the number of days to be operated
each year, the number of hours to be operated each day, and the average
number of MRI procedures the unit is capable of performing each hour. The
applicant shall then demonstrate that annual utilization of the proposed MRI
Unit in the third year of operation is reasonably projected to be at least 80
per cent of the total capacity. Non-specialty MRl procedures shall not be
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performed on a Dedicated fixed or mobile Multi-position MRI Unit and a CON
granted for this use should so state on its face.

RESPONSE: Not Applicable.

Patient Safety and Quality of Care. The applicant must provide evidence that
the proposed MRI equipment is safe and effective for its proposed use:

a. The United States Food and Drug Administration (FDA) shall certify
the proposed equipment for clinical use.

RESPONSE: Please see Aftachment B.1.E.4.

b. The applicant must demonstrate the proposed MRI’s services will be
offered in a physical environment that conforms to applicable federal
standards, manufacturer’s specifications, and licensing agencies’
requirements.

RESPONSE: The MRI unit currently exists and is functioning in compliance with
all applicable regulations such as appropriate location of the magnet, installation
of proper safety mechanisms, and documentation, training and implementation of
all appropriate safety policies and procedures applicable in federal standards,
manufacturer's specifications and regulatory agencies.

c. The applicant must demonstrate how emergencies within the MRI
facility will be managed in conformity with accepted medical practice.

RESPONSE: The Applicant will adhere to the practice parameters that the
American College of Radiology (the “ACR”") detailed in its guidance document
regarding the performance and interpretation of MRIs, attached hereto as
Attachment C.1.A.

d. The applicant must establish protocols that assure that all clinical MRI
procedures performed are medically necessary and will not unnecessarily
duplicate other services.

RESPONSE: Patients’ clinical history, prior exams and orders are reviewed to
assure that all clinical MRI procedures performed are medically necessary and do
not unnecessarily duplicate other services. In cases where there is a question
regarding necessity or whether another modality may be more appropriate, the
patient's referring provider is contacted for discussion and clarification.

e.  An applicant proposing to acquire any MRI Unit or institute any MRI
service, including Dedicated Breast and Extremity MRI Units, shall
demonstrate that it meets or is prepared to meet the staffing
recommendations and requirements set forth by the American College of
Radiology, including staff education and training programs.
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RESPONSE: The Applicant is prepared to meet the staffing recommendations and
requirements set forth by the American College of Radiology, including staff
education and training programs.

f. All applicants shall commit to obtain accreditation from the Joint
Commission, the American College of Radiology, or a comparable
accreditation authority for MRI within two years following operation of the
proposed MRI Unit.

RESPONSE: The MRI currently exists and the Applicant will ensure that it
maintains its ACR accreditation.

g. All applicants should seek and document emergency transfer
agreements with local area hospitals, as appropriate. An applicant's
arrangements with its physician medical director must specify that said
physician be an active member of the subject transfer agreement hospital
medical staff.

RESPONSE:

The applicant should provide assurances that it will submit data in a timely
fashion as requested by the HSDA to maintain the HSDA Equipment
Registry.

RESPONSE: If approved, the Applicant will submit all data in a timely fashion as
requested by the HSDA to maintain the HSDA Equipment Registry. ' '

In light of Rule 0720-11.01, which lists the factors concerning need on
which an application may be evaluated, and Principle No. 2 in the State
Health Plan, "Every citizen should have reasonable access to health care,”
the HSDA may decide to give special consideration to an applicant:

a. Who is offering the service in a medically underserved area as
designated by the United States Health Resources and Services
Administration;

RESPONSE: Not Applicable.

b. Who is a "safety net hospital” or a "children's hospital” as defined by the
Bureau of TennCare Essential Access Hospital payment program; or

RESPONSE: Not Applicable.
c. Who provides a written commitment of intention to contract with at least

one TennCare MCO and, if providing adult services, to participate in the
Medicare program; or
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RESPONSE: Not Applicable. The Applicant is already a TennCare/Medicaid
and Medicare provider and intends to maintain and increase its provision of
services to Medicare and TennCare/Medicaid patients as part of its mission to
improve access to comprehensive, cost-effective care.

d. Who is proposing to use the MRI unit for patients that typically require
longer preparation and scanning times (e.g., pediatric, special needs,
sedated, and contrast agent use patients). The applicant shall provide in its
application information supporting the additional time required per scan
and the impact on the need standard.

RESPONSE: Not Applicable.

The proposed project will further the 5 Principles for Achieving Better Health as
set forth in the State Health Plan.
1. The purpose of the State Health Plan is to improve the health of
Tennesseans.

RESPONSE: This project will improve the health of Tennesseans by ensuring
continued, necessary access to imaging services in a central location, which will
make said services more convenient and therefore more likely to be used by
Tennesseans. By ensuring those who would otherwise omit an MRI scan, lives
can be saved or improved because diseases or conditions will be diagnosed
earlier than would be possible absent a diagnostic scan. This, in turn leads to
faster treatment and lower overall costs.

2. Every citizen should have reasonable access to health care.

RESPONSE: The principles mentioned above apply to this response as well.
Given the MRI’s high utilization rate, this project is necessary to ensure continued
reasonable access to often life-saving diagnostic testing as quickly as possible.
With zero or minimal wait times, patients will receive timely treatment, leading to
improved outcomes and lower costs. -

3. The State’s health care resources should be developed to address the
needs of Tennesseans while encouraging competitive markets, economic
efficiencies, and the continued development of the State's health care
system.

RESPONSE: The project promotes economic efficiencies because, when
compared with the Applicant acquiring a brand new MRI, it is the most cost-
effective way to maintain health care services at their current levels without
duplicating expensive MRI services. The existing MRI will be put to optimal use,
contributing to the orderly development of healthcare by, in effect, shifting a
resource to a party who can make better, more extensive use of it. Markets would
remain competitive because the Applicant would not feel pressured to.increase
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costs to finance a brand new MRI and other providers will have to remain attractive
alternatives to the Applicant’s base of providers and patients.

4. Every citizen should have confidence that the quality of health care is
continually monitored and standards are adhered to by health care
providers.

RESPONSE: The Applicant will continue to improve its quality of care through the
adoption of best practices and data-driven evaluations. Additionally, the Applicant
will maintain the MRI's American College of Radiology accreditation. Such
accreditation requires specific quality and safety standards to be in place and that
the MRI be operated and monitored by qualified personnel, who ensure the MRI
meets state and federal equipment specification and performance requirements.

5. The state should support the development, recruitment, and retention of a
sufficient and quality health care workforce.

RESPONSE: In addition to ensuring that the MRI is put to its best to use, the
applicant’s acquisition of the physician practice and the MRI ensures that
physicians who might not have been able to keep pace with the demands of an
ever-changing healthcare landscape remain in the field, and providing quality
healthcare services to the constituents of the service area.

b. Applications that include a Change of Site for a health care institution, provide
a response to General Criterion and Standards (4)(a-c)

RESPONSE: Not Applicable.

2. Describe the relationship of this project to the applicant facility’s long-range
development plans, if any.

RESPONSE: Saint Thomas Medical Partners is a recognized multi-specialty
medical group of choice providing comprehensive, cost-effective and
accessible care to Middle Tennessee and Southern Kentucky communities,
developing services and innovative partnerships across the region to enhance
health and well-being. The addition of this physician practice group and the
related MRI equipment and services will enhance the ability to provide such
comprehensive, cost-effective and accessible care. The long-range plan for the
Applicant is to provide a continuum of services to the residents of Davidson
County and surrounding areas.

3. ldentify the proposed service area and justify the reasonableness of that
proposed area. Submit a county level map including the State of Tennessee
clearly marked to reflect the service area. Please submit the map on 8 1/2” x
11” sheet of white paper marked only with ink detectable by a standard
photocopier (i.e., no highlighters, pencils, etc.).
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RESPONSE: Please see Attachment C. Need 3.

4. A. Describe the demographics of the population to be served by this
proposal.

RESPONSE: The population in the proposed service area, Davidson County is
growing exponentially and is projected to continue to grow over the next five to
seven years:

.~ County | 2010 Population | 2015 Population | 2020 Population
Davidson 626,681 663,151 694,104
Source: Office of Health Statistics, Bureau of Health Informatics, Tennessee
Department of Health

The following chart illustrates the demographics of the proposed service area and
surrounding counties:

Demographics of the Service Area and Surrounding Counties

TennCare
2015 %65+ 2015 Enrollees 2020 %65+ 2020
Cheatham 40,088 12.76% 7,303 41,189 15.51%
Davidson 663,151 11.62% 144,141 694,104 13.28%
Robertson 71,437 11.64% 13,333 76,232 13.37%
Rutherford 302,237 9.48% 46,765 348,550 10.51%
Sumner 175,054 15.01% 28,474 188,871 17.01%
Williamson 207,872 11.65% 11,364 234,098 12.90%
Wilson 126,472 14.97% 18,057 137,740 17.17%
7 Tennessee | | 6,649,438 | 1523% | 1,433,687 | 6,956,764 [ 16.08%

Source: Office of Health Statistics, Bureau of Health Informatics, Tennessee
Department of Health, TennCare Division of Health Care Finance and
Administration

Davidson County has a significant minority population, with approximately 41 6%
of the population being of African American, Asian, Native American, or
Hispanic/Latino ethnicity.

From 2009 to 2013, an estimated 18.5% of the population of Davidson County
lived below the poverty level, and the median household income for the same
period of time was $47,335, with an average of 2.39 persons per household.

B. Describe the special needs of the service area population, including health
disparities, the accessibility to consumers, particularly the elderly, women,
racial and ethnic minorities, and low-income groups. Document how the
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business plans of the facility will take into consideration the special needs
of the service area population.

RESPONSE: Saint Thomas Medical Partners and its affiliated Saint Thomas
entities, have a long history of providing services to all consumers, including the
elderly, women, racial and ethnic minorities, and low income groups.

5. Describe the existing or certified services, including approved but
unimplemented CONs, of similar institutions in the service area. Include
utilization and/or occupancy trends for each of the most recent three years of
data available for this type of project. Be certain to list each institution and its
utilization and/or occupancy individually. Inpatient bed projects must include the
following data: admissions or discharges, patient days, and occupancy. Other
projects should use the most appropriate measures, e.g., cases, procedures,
visits, admissions, etc.

RESPONSE: There are no approved but unimplemented CONs of similar projects
in the service area. There are 49 fixed MRI units (3 of which are shared by two
providers each) in the Service Area. The MRI utilization of these 49 units was
130,611 MRI procedures in 2013, representing an average utilization of 2,665.53
procedures. There were 52 MRI units in the Service Area in 2012 with an MRI
utilization of 129,843, representing an average utilization of 2,496.98 procedures.
Most of the fixed units operating below the utilization threshold are specialty MRI
units, with lower utilization standards, or physician practices. The high volume
consistently experienced with respect to the MRI over the last few years
demonstrates the need to continue this service.

The chart below, utilizing data from the Health Services and Development Agency
Medical Equipment Utilization Survey, indicates the number of MRI procedures in
the defined service area for the last three years.

Davidson County MRI Utilization 2012-Present

1 18
Davidson Belle Meade Imaging

PO Davidson Center for Inflammatory 19 g .
Disease

PO Davidson Elite Sports Medicine & 4781 4771 T *x
Orthopaedic Center

PO Davidson Heritage Medical 1831 1965 e L
Associates - Murphy
Avenue

OoDC Davidson Hillsboro Imaging 3968 4252 gt L

OoDC Davidson Millennium MRI, LLC 366 451 s B

PO Davidson Nashville Bone and 953 939 bk b
Joint
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Imaging, LLC

H-Imaging | Davidson One Hundred Oaks 679 682 k i
Breast Center

oDC Davidson One Hundred Oaks 5226 5430 L o
Imaging

ODC Davidson Outpatient Diagnostic 4878 5044 ] *x
Center of Nashville

PO Davidson Pain Management 12451 2712 ki E¥
Group, PC

ODC Davidson Premier Orthopeadics 5214 4471 i =
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OoDC Davidson Premier Radiology 7686 6929 g L
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OoDC Davidson Premier Radiology 1058 1356 e e

= Brentwood _

Davidson oDC Premier Radiology 4943 4603 = "
Hermitage

Davidson ODC Premier Radiology 0 1351 = *k
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Davidson ODC Premier Radiology 2376 2072 *x ¥
Nashville

Davidson | ODC Specialty MRI 1467 1158 ¥ ol

Davidson oDC St. Thomas Heart 1609 N/A ur ok
(Stopped 2013)
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Alliance Imaging

Davidson HOSP TriStar Centennial 7996 8840 Ll g
Medical Center

Davidson | HOSP TriStar Skyline Medical 7930 8234 *x i
Center

Davidson HOSP TriStar Southern Hills 2659 2740 s ek
Medical Center

Davidson HOSP TriStar Summit Medical 4008 4020 L e
Center

7/3698193.3

34




vl b= Eesee ility !

Davidson HODC TriStar Summit Medical 1918 249 et **
Center - ODC

Davidson | HOSP Vanderbilt University 28706 29507 £ ak
Hospital

HSDA MRI Utilization Trends
**Unavailable

6. Provide applicable utilization and/or occupancy statistics for your institution for
each of the past three (3) years and the projected annual utilization for each of
the two (2) years following completion of the project. Additionally, provide the
details regarding the methodology used to project utilization. The methodology
must include detailed calculations or documentation from referral sources, and

identification of all assumptions.

RESPONSE:

Applicant’s Current and Projected Utilization

Year Procedures
2012 4,305
2013 4,891
2014 4,104
2015* 2,190
2016 4,104
2017 4,104

*Procedures performed through June 30, 2015

The projected utilization statistics above are based upon the Applicant's experience
with and statistical data for the existing facility.

7/3698193.3
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ECONOMIC FEASIBILITY

1. Provide the cost of the project by completing the Project Costs Chart on the
following page. Justify the cost of the project.

* All projects should have a project cost of at least $3,000 on Line F.
(Minimum CON Filing Fee). CON filing fee should be calculated from
Line D. (See Application Instructions for Filing Fee)

The cost of any lease (building, land, and/or equipment) should be based
on fair market value or the total amount of the lease payments over the initial
term of the lease, whichever is greater. Note: This applies to all equipment
leases including by procedure or “per click” arrangements. The methodology
used to determine the total lease cost for a "per click" arrangement must
include, at a minimum, the projected procedures, the "per click" rate and the
term of the lease.

The cost for fixed and moveable equipment includes, but is not necessarily
limited to, maintenance agreements covering the expected useful life of the
equipment; federal, state, and local taxes and other government
assessments; and installation charges, excluding capital expenditures for
physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

For projects that include new construction, modification, and/or
renovation; documentation must be provided from a contractor and/or
architect that support the estimated construction costs.

RESPONSE: Because the MRI unit is already in place and operational, the project
costs in this application consist primarily of the cost of the space and service
agreement, as detailed on the Project Costs Chart. There is no construction or
renovation involved in this project. This project will be funded through operating
revenues and cash reserves.

7/3698193.3
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PROJECT COSTS CHART
A. Construction and equipment acquired by purchase
1. Architectural and Engineering Fees $
2. Legal, Administrative (Excluding CON Filing Fee), $10,000
Consultant Fees
3. Acquisition of Site
4, Preparation of Site $
5. Construction Costs $
6. Contingency Fund $20,000
7. Fixed Equipment (Not included in Construction Contracty  $359,960
8. Moveable Equipment (List all equipment over $56,000)
9. Other (Service Contract) $574,740
B. Acquisition by gift, donation, or lease: Not Applicable.
1. Facility (inclusive of building and land) $1,243,497
2. Building only ‘
3. Land only $
4, Equipment (Specify)
5. Other (Specify)
C. Financing Costs and Fees: Not Applicable.
1. Interim Financing $
2. Underwriting Costs $
3. Reserve of One Year's Debt Service $
4, Other (specify) $
D. Estimated Project Cost
(A+B+C+) $2,208,197
E. CON Filing Fee $4,968.44

F. Total Estimated Project Cost

(D+E)

7/3698193.3

TOTAL

37

$2,213,165.44

$2,213,165.44




51

2. ldentify the funding sources for this project.

Please check the applicable item(s) below and briefly summarize how the project
will be financed. (Documentation for the type of funding MUST be inserted at
the end of the application, in the correct alpha/numeric order and identified
as Attachment C, Economic Feasibility-2.)

A Commercial loan--Letter from lending institution or guarantor stating
favorable initial contact, proposed loan amount, expected interest
rates, anticipated term of the loan, and any restrictions or conditions;

B Tax-exempt bonds--Copy of preliminary resolution or a letter from the
issuing authority stating favorable initial contact and a conditional
agreement from an underwriter or investment banker to proceed with
the issuance;

C General obligation bonds—Copy of resolution from issuing authority
or minutes from the appropriate meeting;

D Grants--Notification of intent form for grant application or notice of
grant award; or

X E Cash Reserves--Appropriate documentation from Chief Financial
Officer.

F Other—Identify and document funding from all other sources.

RESPONSE: The source of funding for the proposed project will be cash reserves.
Please see Attachment Section C: Economic Feasibility — 2 for documentation the
Applicant’s Chief Financial Officer.

3. Discuss and document the reasonableness of the proposed project costs. If
applicable, compare the cost per square foot of construction to similar projects
recently approved by the Health Services and Developmént Agency.

RESPONSE: Because the MRI in question will already be in place and operational,
the project costs in this application consist primarily of the cost of the space and
equipment service contract. There are no associated site acquisition, construction,
or renovation costs involved. The project will be funded through operating
revenues and cash reserves.

The total cost for this proposal is $2,213,165, which is reasonable and justified in
light of the costs of similar projects.

4. Complete Historical and Projected Data Charts on the following two pages--Do not
modify the Charts provided or submit Chart substitutions! Historical Data
Chart represents revenue and expense information for the last three (3) years for
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August 25, 2015
3:48 pm
2. which complete data is available for the institution. Projected Data Chart requests
information for the two (2) years following the completion of this proposal.
Projected Data Chart should reflect revenue and expense projections for the
Proposal Only (i.e., if the application is for additional beds, include anticipated
revenue from the proposed beds only, not from all beds in the facility).
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RESPONSE: Please see Attachment C. Economic Feasibility — 4. Historical and
Projected Data Charts.

3. Please identify the project's average gross charge, average deduction from
operating revenue, and average net charge. '

RESPONSE: The project's average gross charge, average deduction from
operating revenue, and average net charge are as follows:

EFR2014 = R Yeat Y AT 2

Average Gross Charge | $1,638.74 | $1,738.54 | $1,790.70

Average Deduction $1,089.94 $1,156.31 $1,191.00

Average Net Charge $548.80 $582.23 $599.69

4. Please provide the current and proposed charge schedules for the proposal.
Discuss any adjustment to current charges that will result from the implementation
of the proposal. Additionally, describe the anticipated revenue from the proposed
project and the impact on existing patient charges.

RESPONSE: Below is a chart that reflects the current and proposed charge
schedules for the project, which are both below the Median Charge of $2,175.15
per the HSDA'’s chart of the 2013 Gross Charges per Procedure/Treatment.

Payor Current* Year 1 Year 2
Private Pay $1,687.90 $1,738.54 $1,790.70
Medicare $1,687.90 $1,738.54 $1,790.70
Managed Care | $1,687.90 $1,738.54 $1,790.70

*2015 charges

The Applicant does not anticipate any changes to current gross charges as a result
of the project.

Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health
Services and Development Agency. If applicable,

R-39
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compare the proposed charges of the project to the current Medicare
allowable fee schedule by common procedure terminology (CPT) code(s).

RESPONSE: Below is a chart of the Medicare approved charges:

CPT Code| _ _ Description of Procedure. ~ [ Medicare Allowable
70551 [MRI BRAIN; WO CONTRAST $212.16
70552 |[MRIBRAIN; W CONTRAST $294.36
70553 |MRI BRAIN WO/W CONTRAST . $347.91
71550 [MRI CHEST $328.12
72141 [MRI SPINAL CANAL CERV; WO CONTRAST $206.03
72142 |MRI SPINAL CANAL CERV; W/CONTRAST $297.72
72146 |[MRI SPINAL CANAL THORAC WO CONTRAST $206.03
72147 |MRI SPINAL CANAL THORAC; W CONTRAST $298.78
72148 |MRI SPINAL CANAL LUMB; WO CONTRAST $205.06
72149 |MRI SPINAL CANAL LUMB; W CONTRAST $294.17
72156 |[MRI SPINAL WO THEN W CONTRAST; CERV $349.85
72157 IMRI SPINAL WO THEN W CONTRAST; THORAC $350.55
72158 [MRI SPINAL WO THEN W CONTRAST; LUMB $348.61
72197 [MRIPELVIS WO/W CONTRAST $464.02
73221 MRI1 UPPER JOINT; UPPER EXTREMITY $216.84
73721 [MRI ANY JOINT; LOWER EXTREMITY $216.52

7 Discuss how projected utilization rates will be sufficient to maintain cost-
effectiveness.

RESPONSE: Cost-effectiveness is demonstrated in the project data charts, which
indicate a positive operating revenue will continue.

8. Discuss how financial viability will be ensured within two years; and demonstrate
the availability of sufficient cash flow until financial viability is achieved.

RESPONSE: The project is economically feasible and will produce positive
operating revenue by the end of Year One.

9. Discuss the project’s participation in state and federal revenue programs including
a description of the extent to which Medicare, TennCare/Medicaid, and medically
indigent patients will be served by the project. In addition, report the estimated
dollar amount of revenue and percentage of total project revenue anticipated from
each of TennCare, Medicare, or other state and federal sources for the proposal’s
first year of operation.

RESPONSE: The Applicant and its affiliates participate in both the Medicare and
TennCare/Medicaid programs and have a history of providing care regardless of
payor source. The Applicant’s records indicate its estimated payor mix for 2014
with respect to gross charges for these payors was 45.8% Medicare and 8.9%
TennCare/Medicaid. Additionally, the Applicant provided $310,937,498, or 7.3%,
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SUPPLEMENTAL #2

August 31, 2015

Page 4 9:48 am
RESPONSE: Please see the chart below:
_ Utilization of Existi ng MRI Providers in PSA, 2012-2014 )
County Type Current | Current | 2012 2013 2014 % MRI Utilization by County
(PO, units Units Change | 2012-2014
ODC, (fixed) (mobile "12-14 2012 2013 2014
Hospital, )
HOPD)
Davidson Hosp. 23 0 63,163 | 63,829 | 61,939 |-1.94%
ODC 19%* 0 43,257 | 41,061 | 45272 | 4.66%
PO 10** 0 21,826 | 22,790 | 24,335 |11.5%
HODC 1* 0 1,918 2,249 2,099 9.44% 130,843 | 130,611 | 134,373
H- 1 0 679 682 728 7.22%
Imaging
Cheatham | Hosp. 0 1(2 375 303 298 20.53%
; days/ 375 303 298
week)
Robertson | Hosp. 1 0 2,780 3,232 3,407 22.55% 2,780 3,232 3,407
Rutherford | Hosp. 3 0 4,507 4,333 4,503 -.0009%
ODC 4 0 9,302 12,388 | 13,925 | 17.75% 20,118 | 22,863 | 25,300
PO 2 0 6309 |6142 |[6872 |[892%
Sumner .| H- 1 1(1 1,954 2,237 2,418 23.75%
Imaging day/
week)
HODC |1 0 2116 1,670 | 1669 |2112% | 2748 | 10259 | 10512
Hosp. 2 0 4,958 5,629 5,787 16.72%
PO 1 0 720 723 638 -11%
Williamson | Hospital 1 0 3,654 4,103 4,119 12.73%
Outpatien | 3 0 7,991 7,703 8,012 3%
t
Diagnostic 14,373 14549 | 14,008
Center
Physician | 1 0 2,728 2,743 1,877 -31%
Office
Wilson Hospital 1 0 3,000 2,213 2,472 17.6%
Outpatien | 1 0 2,559 2,562 3,191 24.7%
t
Diagnostic 7,881 7,772 8,073
Center
Physician | 3 0 2,322 2,997 2,410 3.79%
Office
Total 79 2 186,118 | 189,589 | 195,971 | 5.29% 186,118 | 189,589 | 195,971
*Shared

**Includes Shared Davidson PO: 1with ODC, 1 with HODC; ODC: 1 with an PO

10. Item 6 (Applicant’s Projected Utilization)
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in care to charity/medically indigent patients in 2014. ‘The Applicant anticipates
that the payor mix will remain very similar.

10. Provide copies of the balance sheet and income statement from the most recent
reporting period of the institution and the most recent audited financial statements
with accompanying notes, if applicable. For new projects, provide financial
information for the corporation, partnership, or principal parties involved with the
project. Copies must be inserted at the end of the application, in the correct alpha-
numeric order and labeled as Attachment C, Economic Feasibility-10.

RESPONSE: Please see the consolidated audited financial statements of
Ascension Health Alliance d/b/a Ascension, the Applicant’s ultimate parent entity
attached hereto as Attachment C: Economic Feasibility — 10.

11.Describe all alternatives to this project which were considered and discuss the
advantages and disadvantages of each alternative including but not limited to:

i. A discussion regarding the availability of less costly, more effective,
and/or more efficient alternative methods of providing the benefits
intended by the proposal. If development of such alternatives is not
practicable, the applicant should justify why not; including reasons
as to why they were rejected.

RESPONSE: Physician practice group acquisitions in which an
applicant takes over services currently being provided by existing
provider, especially provider with proven equipment and a high
utilization rate, have proven to be economic and effective alternatives.

ii. The applicant should document that consideration has been given to
alternatives to new construction, e.g., modernization or sharing
arrangements. It should be documented that superior alternatives
have been implemented to the maximum extent practicable.

RESPONSE: Not Applicable.

41
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CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTH CARE

1.

List all existing health care providers (e.g., hospitals, nursing homes, home care
organizations, etc.), managed care organizations, alliances, and/or networks with
which the applicant currently has or plans to have contractual and/or working
relationships, e.g., transfer agreements, contractual agreements for health
services.

RESPONSE: As a member of the Saint Thomas Health network, the Applicant is
a member of an integrated healthcare system of hospitals, physician practices, and
outpatient diagnostic services. If the Certificate of Need is approved, the Applicant
intends to enter into an appropriate transfer agreement with its affiliate, Saint
Thomas Midtown Hospital, which is less than a mile from the Applicant’s location,
as to the transfer of any patient who encounters an emergency during an MRI
procedure. Please also see Attachment A.13 for an overview of the Applicant’s
Managed Care agreements in place to ensure seamless and comprehensive
patient care.

Describe the positive and/or negative effects of the proposal on the health care
system. Please be sure to discuss any instances of duplication or competition
arising from your proposal including a description of the effect the proposal will
have on the utilization rates of existing providers in the service area of the project.

RESPONSE: The project will have a positive effect on the health care system and
will help ensure that all facilities in the county are providing the best possible
services at competitive price points.

Provide the current and/or anticipated staffing pattern for all employees providing
patient care for the project. This can be reported using FTEs for these positions.
Additionally, please compare the clinical staff salaries in the proposal to prevailing
wage patterns in the service area as published by the Tennessee Department of
Labor & Workforce Development and/or other documented sources.

RESPONSE: Anticipated staffing pattern: AS well as administrative staff which are
shared with other aspects of the physician practice, there are 3 FTE MRI
Technologists, with wages ranging from $22 to $35 per hour. According to the
Tennessee Department of Labor and Workforce Development, the mean hourly
wage of the broad category of Health Technologists and Technicians for the
service area is $32.11; entry-level wages are $19.58 per hour and experienced
wages are $38.37 per hour, so the Applicant's wages sync closely with the
prevailing wage pattern in the service area.

(Source: https://www.jobs4tn.gov/admin/gsipub/htmlarea/Uploads/nashville.pdf)

Discuss the availability of and accessibility to human resources required by the
proposal, including adequate professional staff, as per the Department of Health,
the Department of Mental Health and Developmental Disabilities, and/or the
Division of Mental Retardation Services licensing requirements.

42
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RESPONSE: The Applicant pays wages and offers benefits that are in-line with
the prevailing rates of other employment opportunities in the community. The
Applicant currently has the staff required by the proposal, including adequate
professional staff as per the Department of Health, and does not anticipate
difficulty filling positions needed for the project.

5. Verify that the applicant has reviewed and understands all licensing certification as
required by the State of Tennessee for medical/clinical staff. These include, without
limitation, regulations concerning physician supervision, credentialing, admission
privileges, quality assurance policies and programs, utilization review policies and
programs, record keeping, and staff education.

RESPONSE: The Applicant has reviewed and understands the aforementioned
requirements.

6. Discuss your health care institution’s participation in the training of students in the
areas of medicine, nursing, social work, etc. (e.g., internships, residencies, etc.).

RESPONSE: While the Applicant has no agreements in place, it is a part of the
broader Saint Thomas Health network of hospitals and providers, which has
relationships with numerous schools throughout Middle Tennessee with respect to
the training of students.

7. (a) Please verify, as applicable, that the applicant has reviewed and
understands the licensure requirements of the Department of Health, the
Department of Mental Health and Developmental Disabilities, the Division
of Mental Retardation Services, and/or any applicable Medicare
requirements.

RESPONSE: The Applicant is familiar with all licensure requirements of the
Tennessee regulatory agencies and relevant Medicare requirements.

(b)  Provide the name of the entity from which the applicant has received or will
receive licensure, cjertiﬁcation, and/or accreditation.

RESPONSE: American College of Radiology, the certificate for which is attached
hereto as Attachment C.7(b).

The Applicant is certified for Medicare and Medicaid participation. Its provider
numbers are as follows:

State License Number: Not Applicable
Medicare Certification: 37-04080
Medicaid Certification: 37-04080

43
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(c) If an existing institution, please describe the current standing with any
licensing, certifying, or accrediting agency. Provide a copy of the current
license of the facility.

RESPONSE: Not Applicable. The Applicant is not a licensed healthcare

institution.

(d) For existing licensed providers, document that all deficiencies (if any) cited
in the last licensure certification and inspection have been addressed
through an approved plan of correction. Please include a copy of the most
recent licensure/certification inspection with an approved plan of correction.

RESPONSE: Not Applicable.

Document and explain any final orders or judgments entered in any state or
country by a licensing agency or court against professional licenses held by the
applicant or any entities or persons with more than a 5% ownership interest in the
applicant. Such information is to be provided for licenses regardless of whether
such license is currently held.

RESPONSE: Not Applicable.

Identify and explain any final civil or criminal judgments for fraud or theft against
any.person or entity with more than a 5% ownership interest in the project.

RESPONSE: Not Applicable.

if the proposal is approved, please discuss whether the applicant will provide the
Tennessee Health Services and Development Agency and/or the reviewing
agency information concerning the number of patients treated, the number and
type of procedures performed, and other data as required.

RESPONSE: If the proposal is approved, the Applicant will be happy to provide
the Tennessee Health Services and Development Agency and/or the reviewing
agency information concerning the number of patients treated, the number and
type of procedures performed, and other data as required.

44
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Attach the full page of the newspaper in which the notice of intent appeared with
the mast and dateline intact or submit a publication affidavit from the newspaper
as proof of the publication of the letter of intent.
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DEVELOPMENT SCHEDULE

Tennessee Code Annotated § 68-11-1609(c) provides that a Certificate of Need is
valid for a period not to exceed three (3) years (for hospital projects) or two (2)
years (for all other projects) from the date of its issuance and after such time shall
expire; provided, that the Agency may, in granting the Certificate of Need, allow
longer periods of validity for Certificates of Need for good cause shown.
Subsequent to granting the Certificate of Need, the Agency may extend a
Certificate of Need for a period upon application and good cause shown,
accompanied by a non-refundable reasonable filing fee, as prescribed by rule. A
Certificate of Need which has been extended shall expire at the end of the extended
time period. The decision whether to grant such an extension is within the sole
discretion of the Agency, and is not subject to review, reconsideration, or appeal.

1. Please complete the Project Completion Forecast Chart on the next page. If
the project will be completed in multiple phases, please identify the
anticipated completion date for each phase.

2. If the response to the preceding question indicates that the applicant does
not anticipate completing the project within the period of validity as defined
in the preceding paragraph, please state below any request for an extended
schedule and document the “good cause” for such an extension.

Form HF0004

Revised 02/01/06
Previous Forms are obsolete

46
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PROJECT COMPLETION FORECAST CHART i

e
1

L
Enter the Agency projected Initial Decision date, as published in T.C.A. § 68-11-1609(c):
November 18, 2015 if the project is not heard on the consent calendar; however, the
Applicant has requested that the project be placed on the consent calendar, and if that
request is granted the project will be heard on October 28, 2015. Assuming the CON
approval becomes the final agency action on one of those dates, indicate the number of
days from the above agency decision date to each phase of the completion forecast.

Anticipated Date

Phase DAYS
REQUIRED (MONTH/YEAR)

1. Architectural and engineering contract signed N/A

2. Construction documents approved by the Tennessee

Department of Health N/A
3. Construction contract sighed N/A
4. Building permit secured N/A
5. Site preparation completed N/A
6. Building construction commenced N/A
7. Construction 40% complete N/A
8. Construction 80% complete N/A
9. Construction 100% complete
(approved for occupancy) N/A
10. *Issuance of license ' N/A
11. *Initiation of service 30 Nov./Dec. 2015
12.Final Architectural Certification of Payment ' N/A
13. Final Project Report Form (HF0055) 30 Nov./Dec. 2015

* For projects that do NOT involve construction or renovation: Please complete
items 10 and 11 only.

Note: If litigation occurs, the completion forecast will be adjusted at the time of
the final determination to reflect the actual issue date.
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Attachment A.3

Corporate Charter and Certificate of Existence
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ARTICLES OF AMENDMENT F' L E D

OF
BAPTIST HEALTHCARE GROUP

CONTROL NO. 265254

To the Tennessee Secretary of State:

Pursuant to Section 48-60-105 of the Tennessee Nonprofit Corporation Act, as amended,
the undersigned officer of Baptist Healthcare Group, a domestic nonprofit corporation (the
“Corporation™), hereby submits these Articles of Amendment to its Charter:

(1)  The name of the Corporation as it appears of record is Baptist Healthcare Group.
(2)  The Corporation is not for profit.

(3)  The text of the Amendment is as follows: Article I, Section 1.1 of the Amended
and Restated Charter of the Corporation, as amended, is deleted and the following language shall
be substituted in its place:

1.1  The name of the corporation is «Gaint Thomas Medical Partners.”

(4) The Articles of Amendme’ﬁt were duly adopted by the sole member of the
Corporation on Feb 74,2015.

(5)  Approval of the amendment to the charter by some person or persons other than
the sole member of the Corporation, the Board of Trustees, or the incorporator, is required
pursuant to Section 48-60-301 of the Tennessee Nonprofit Corporation Act, as amended, and
such approval was obtained on_Feb o4 ___ ,2015.

(6) The Atticles of Amendment shall be effective on the date of filing.
BAPTIST HEALTHCARE UP

By: .
Michas] Schatzleitl, M.D) President

7/3322350.1
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STATE OF TENNESSEE
Tre Hargett, Secretary of State

Division of Business Services

William R. Snodgrass Tower
312 Rosa L. Parks AVE, 6th FL
Nashville, TN 37243-1102

BRADLEY ARANT BOULT CUMMINGS LLP August 12, 2015
1600 DIVISION STREET SUITE 700
NASHVILLE, TN 37203

Request Type: Certificate of Existence/Authorization Issuance Date: 08/12/2015

Request #: 0172149 Copies Requested: 1
Document Receipt

Receipt #: 002190257 Filing Fee: $22.25

Payment-Credit Card - State Payment Center - CC #: 164162025 $22.25

Regarding: Saint Thomas Medical Partners

Filing Type: Nonprofit Corporation - Domestic Control # : 265254

Formation/Qualification Date: 04/28/1993 Date Formed: 04/28/1993

Status: Active Formation Locale: TENNESSEE

Duration Term: Perpetual Inactive Date:

Business County: DAVIDSON COUNTY

CERTIFICATE OF EXISTENCE
I, Tre Hargett, Secretary of State of the State of Tennessee, do hereby certify that effective as of
the issuance date noted above

Saint Thomas Medical Partners

* is a Corporation duly incorporated under the law of this State with a date of incorporation and
duration as given above;

* has paid all fees, taxes and penalties owed to this State (as reflected in the records of the
Secretary of State and the Department of Revenue) which affect the existence/authorization of
the business;

* has filed the most recent annual report required with this office;
* has appointed a registered agent and registered office in this State;
* has not filed Articles of Dissolution or Articles of Termination. A decree of judicial dissolution

has not been filed.

Tre Hargett
Secretary of State

Processed By: Cert Web User Verification #: 013182120

Phone (615) 741-6488 * Fax (615) 741-7310 * Website: http://tnbear.tn.gov/



65

Attachment A.13

Managed Care Contracts
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Attachment B.Il.E.3

Clinical Applications

7/3698193.3
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CPT Code Description of Procedure

70551 MRI BRAIN; WO CONTRAST

70552 MRI BRAIN; W CONTRAST

70553 MRI BRAIN WO/W CONTRAST

71550 MRI CHEST

71552 MRI CHEST WO/W CONTRAST

72141 MRI SPINAL CANAL CERV; WO CONTRAST
72142 MRI SPINAL CANAL CERV; W/CONTRAST
72146 MRI SPINAL CANAL THORAC WO CONTRAST
72147 MRI SPINAL CANAL THORAC; W CONTRAST
72148 MRI SPINAL CANAL LUMB; WO CONTRAST
72149 MRI SPINAL CANAL LUMB; W CONTRAST
72156 MRI SPINAL WO THEN W CONTRAST; CERV
72157 MRI SPINAL WO THEN W CONTRAST; THORAC
72158 MRI SPINAL WO THEN W CONTRAST; LUMB
72197 MRI PELVIS WO/W CONTRAST

73221 MRI UPPER JOINT; UPPER EXTREMITY

73721 MRI ANY JOINT; LOWER EXTREMITY

7/3698193.3
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Attachment B.lIlLA.
Plot Plan

7/3698193.3



Howell Allen Clinic MRI

03/21/2015
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Attachment B.IV.

Floor Plans

7/3698193.3
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SUPPLEMENTAL #2

August 31, 2015

9:48 am
Section C: General Criteria for Certificate of Need — Need.3

80

Service Area Map

7/3698193.3



SUPPLEMENTAL #2
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August 31, 2015

48 am
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SUPPLEMENTAL #1
August 25, 2015
3:48 pm
Supplemental Attachment - Section C, Economic Feasibility, Item II - Funding
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Revised Letter from Interim CFO




SUPPLEMENTAL #1
August 25, 2015
3:48 pm

83

-I- Saint Thomas
Health

August 25, 2015

Ms. Melanie Hill, Executive Director

Tennessee Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: Certificate of Need Application — Howell Allen Clinic

Dear Ms: Hill,

Saint Thomas: Health has a centralized cash management program for managing and investing aperating
funds for all Saint Thomas Health hospitals and clinics, including Howell Allen Clinic. This letter:is to confirm
Saint Thomas Health has available more than sufficient resources to fund the projected CON cost of §2.2
million required to acquire the MRI and initiate MRI services in association with the acquisition of Howell
Allen Clinic.

Saii Thomas, Health'will be funding this $2.2 million acquisition of the Howell Allen MRI tachine from cash
reserves, A$ evidence of Salnt Thomas Health’s ability to provide the necessary capital, the ~foj|,low1'n'_g
Information is offered.

1. Ascension Health, the parerit company of Saint Thomas Health, had $618,418,000 in cash and cash
equivalents as of June 30, 2014. Ascension Health had $15,327,255,000 in long-term investments as
of June 30, 2014

3. Saint Thomas Health had a-current ration of 1.5 as of June 30, 2014:

3. Ascension Health has a current rating of Aa2, Aa2/VMIG 1, and Aa2/P-1, subordinated debt ratings of
Aa3 anid Aa3/VMIG 1, and commercial paper rating of P-1 by Moody's Investor Service.

Thank you for your attention to this matter.

'Sin;‘erely, )
Lol
Lisdl Davis

Intefim Chief Financial Officer

102 Woodmant Blvd,, Suite 800
Woodmont Centre
Nashville, TN 37205

SalntThomasHealth.com

Salnt Thomas Salnt Thomas Saint Thomas Saint Thomas Salnt Thomas
Hickman Hospital Hospital for Spinal Surgery Midtown Hospital Rutherfordl Hospital West Hospltal
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Section C: Economic Feasibility - 4

Historical and Projected Data Chart

7/3698193.3



Give information for the last three (3) years for which ¢

85
HISTORICAL DATA CHART (Saint Thomas)

fiscal year begins in July.

Utilization Data (Procedures Performed)
Revenue from Services to Patients
Inpatient Services

2. Outpatient Services

3. Emergency Services
4

>

—

(Specify)

Year Year

2014 2013
NA NA
$2,443,243,000 $2,424,787,000

1,798,026,000 1,636,087,000
* *
Other Operating Revenue
94,846,000 100,610,000
Gross Operating Revenue $4,336,115,000 $4,161,484,000

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments

2,830,061,000

2,651,974,000

2. Provision for Charity Care 238,974,000 251,784,000
3. Provisions for Bad Debt N o
Total Deductions $3,069,035,000 $2,903,758,000
NET OPERATING REVENUE $1,267,080,000 $1,257,726,000
D.  Operating Expenses
1. Salaries and Wages 481,190,000 509,971,000
2. Physician’s Salaries and Wages
3. Supplies 230,190,000 232,769,000
4, Taxes
5. Depreciation
6. Rent
7. Interest other than Capital
8. Management Fees:
a. Fees to Affiliates
b. Fees to Non-Affiliates
9. Other Expenses (Specify) 449,495,000 453,186,000
Total Operating Expenses $1,160,875,000 $1,195,926,000
E.  Other Revenue (Expenses) — Net (Specify) 70,021,000 40,849,000
NET OPERATING INCOME (LOSS) $176,226,000 $102,649,000
f. Capital Expenditures
1. Retirement of Principal 6,976,000 3,712,000

2. Interest
Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

* Included in Outpatient Services
** Included in Charity Care

$ 6,976,000

$ 169,250,000

$ 3,712,000

$ 98,937,000

omplete data are available for the facility or agency. The

Year
2012

NA
$2,220,562,000
1,551,831,000

*

101,037,000
$3,873,430,000
2,366,233,000
241,958,000

* ¥
$2,608,191,000
$1,265,239,000
517,858,000

231,069,000

450,177,000
$1,199,104,000
31,209,000

$ 97,344,000

3,564,000
$ 3,564,000

$ 93,780,000
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HISTORICAL DATA CHART (MRI Only)

Give information for the last three (3) years for which compléte data are available for the facility or

agency. The fiscal year for the prior operator of the MRI begins in January.

Utilization Data (Procedures Performed)
Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services
3. Emergency Services
4. Other Operating Revenue
(Specify)

w >

Gross Operating Revenue

C. Deductions from Gross Operating Revenue
I. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE

D.  Operating Expenses

Salaries and Wages
Physician’s Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
9. Other Expenses (Specify)

SRS 2R T

Total Operating Expenses
E. Other Revenue (Expenses) — Net (Specify)

NET OPERATING INCOME (LOSS)
f. Capital Expenditures
1. Retirement of Principal
2. Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

Year
2014
4,104

$6,725,391

$6,725,391

4,473,103

$4,473,103

2,252,288

359,560

137,185

933,017

$1,429,762

822,526

$ 822,526

Year
2013
3,906

$6,509,843

$6,509,843

4,172,280

$4,172,280

2,337,563

369,226

141,222

903,410

$1,413,858

923,705

$ 923,705

Year
2012
4,258

$6,873,399

$6,873,399

4,325,775

$4,325,775

2,547,624

397,704

112,559

1,031,867

$1,542,130

1,005,494

$ 1,005,494



PROJECTED DATA CHART (MRI)

Give information for the two (2) years following the completion of this pro

(Month).

A. Utilization Data (Procedures Performed)
B. Revenue from Services to Patients

1

2
3.
4,

Inpatient Services
Outpatient Services
Emergency Services
Other Operating Revenue

(Specify)

Gross Operating Revenue

(& Deductions from Gross Operating Revenue

1.
2.
3.

Contractual Adjustments
Provision for Charity Care
Provisions for Bad Debt

Total Deductions

NET OPERATING REVENUE
D. Operating Expenses

%MoV W

Salaries and Wages
Physician’s Salaries and Wages
Supplies

Taxes

Depreciation

Rent

Interest other than Capital
Management Fees:

a. Fees to Affiliates

b. Fees to Non-Affiliates
Other Expenses (Specify)

Total Operating Expenses

E Other Revenue (Expenses) — Net (Specify)

NET OPERATING INCOME (LOSS)
F. Capital Expenditures

1.
2.

Retirement of Principal
Interest

Total Capital Expenditures

NET OPERATING INCOME (LOSS)
LESS CAPITAL EXPENDITURES

87

SUPPLEMENTAL #2
August 31, 2015
9:48 am

posal. The fiscal year begins in July

Year 2016 Year 2017
4,104 4,104
$7.134,968 $7,349,017
$7,134,968 $7,349,017

4,745,515 4,887,880
$4,745,515 $4,887,880
$2,389,452 $2,461,136

195,000 200,850
145,540 149,906
122,021 125,681
735,268 757,326
$1,197,829 $1,233,763
$1,191,623 $1,277,373
$1,191,623 $1,277,373



SUPPLEMENTAL #2

Mr. Michael Brent 88
August 31,2015 : August 31, 2015
Page 9 9:48 am

Revised Projected Data Chart
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Attachment C.7(b)

American College of Radiology Certification

7/3698193.3



Apr. 24. 2014 9:56AM : No. 1781 P 1

90 :
AR
AMERICAN COLLEGE OF

| RADIOL.OGY
Awmerican Qollege of Radiology

Magnetic Resonance Imaging Services of

Howell Allen Clinic

2214 Elliston Place |
Suite 200

Nashville, Teqnessee 37203

were surveyed by the
Committee on MRI Accreditation of the
Commission on Quality and Safety

The following magnet was approved

General ElectricLX 2004

For

Head, Spine
Accredited from:
April 17,2014 through April 17,2017

ity f ol AlS C Elony O

CHAIRMAN, COMMITTEE ON MRI ACCREDITATION PRESIDENT, AMERICAN COLLEGE OF RADIOLOGY

MRAP# 04191-0]
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Affidavit

7/3698193.3
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AFFIDAVIT
STATE OF TENNESSEE
COUNTY OF @ QU DS b—
?ARAAA \ A k\ c , being first duly sworn, says that he/she is the applicant named

in this application or his/her lawful agent, that this project will be completed in accordance with the
application, that the applicant has read the directions to this application, the Tennessee Health, Services
and Development Agency and T.C.A. § 68-11-1601, et seq., and that the responses to questions in this
application or any other questions deemed appropriate by the Tennessee Health Services and
Deleopment Agency are true and complete.

Signature/Title

Sworn to and subscribe fore me this the | 3 day of AL“-‘;\ U—S\‘ ; 20_\-2, a Notary

Public in and for the County ofq::\__y ) DO . State of Tennessee,
NOTARY PUBLIC
i,
» ¥ ’,
My Commission expires ] j X ' & O\ X . ‘s; %; F.R./.l’/v 4_'1,2
SO STATE 4%
3 OF

HF-0056 2% S =3
Revised 7/02 - All forms prior to this date are obsolete "‘_""4 Yo PUBLIC o <$$
= /o ®0o0p02® G W
y @ o

0N COUNG

Peogpnit
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Section C: Economic Feasibility — 10

Applicant’s Balance Sheet and Income Statement

7/3698193.3
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CONSOLIDATED FINANCIAL
STATEMENTS AND SUPPLEMENTARY
INFORMATION

Ascension Health Alliance

d/b/a Ascension

Years Ended June 30, 2014 and 2013
With Reports of Independent Auditors
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Ascension

Consolidated Financial Statements
and Supplementary Information

Years Ended June 30, 2014 and 2013

Contents

Report of INdependent AUITOrS........cewususrimmimsssssssecssssmisssssmassssssis st 1
Consolidated Financial Statements
Consolidated Balance SHEELS ........vcveerererirerimrssmisressesisessmsisnssnsnsss st st st ssmnessnsse 3
Consolidated Statements of Operations and Changes in Net Assets A
Consolidated Statements of Cash FIOWS......ccocrciiriiiimissii s 7
Notes to Consolidated Financial Statements. ... ..o cresueesenrimesisnimsnsmsnimsmsss s 9
Supplementary Information
Report of Independent Auditors on Supplementary Information .........eeoeeeecseinnsinninnes 66
Schedule of Net Cost of Providing Care of Persons

Living in Poverty and Other Community Benefit Programs .......coveeeeeesceeseismsnsusanenes 67
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Ernst & Young LLP Tel: +1 314 290 1000
The Plaza in Clayton Fax:+1 314 290 1882
Suite 1300 ey.com

190 Carondelet Plaza

Building a better ; -
working world St. Louis, MO 63105-3434

Report of Independent Auditors

The Board of Directors
Ascension Health Alliance d/b/a Ascension

We have audited the accompanying consolidated financial statements of Ascension Health
Alliance d/b/a Ascension, which comprise the consolidated balance sheets as of June 30, 2014
and 2013, and the related consolidated statements of operations and changes in net assets and
cash flows for the years then ended, and the related notes to the consolidated financial
statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in conformity with U.S. generally accepted accounting principles; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free of material misstatement, whether due to fraud
or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
Judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Ascension Health d/b/a Ascension at June 30, 2014 and
2013, and the consolidated results of their operations and their cash flows for the years then
ended in conformity with U.S. generally accepted accounting principles.

St ¥ MLLP

September 11, 2014
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Ascension

Consolidated Balance Sheets
(Dollars in Thousands)

June 30,
2014 2013

Assets
Current assets:

Cash and cash equivalents $ 618,418 $ 753,555

Short-term investments 109,081 113,825

Accounts receivable, less allowance for doubtful accounts

(51,260,407 and $1,297,609 at June 30, 2014 and 2013, respectively) 2,419,616 2,292,521

Inventories 332,739 297,233

Due from brokers (see Notes 4 and 5) 343,757 178,380

Estimated third-party payor settlements 236,559 119,379

Other (see Notes 4 and 5) ' 562,367 1,026,397
Total current assets 4,622,537 4,781,290
Long-term investments (see Notes 4 and 5) 15,327,255 14,156,447
Property and equipment, net 8,410,629 8,274,854
Other assets:

Investment in unconsolidated entities 649,888 628,772

Capitalized software costs, net 778,705 718,122

Other 1,509,849 1,487,886
Total other assets 2,938,442 2,834,780
Total assets $ 31,298,863 $ 30,047,371
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June 30,
2014 2013

Liabilities and net assets
Current liabilities:

Current portion of long-term debt $ 91,532 § 89,869

Long-term debt subject to short-term remarketing arrangements*® 1,345,530 1,187,125

Accounts payable and accrued liabilities 2,293,663 2,278,242

Estimated third-party payor settlements 450,054 455,432

Due to brokers (see Notes 4 and 5) 332,169 493,420

Current portion of self-insurance liabilities 226,856 210,115

Other (see Notes 4 and 5) 274,645 . 639,566
Total current liabilities 5,014,449 5,353,769
Noncurrent liabilities:

Long-term debt (senior and subordinated) 4,994,913 5,278,304

Self-insurance liabilities 541,859 553,706

Pension and other postretirement liabilities 428,679 554,368

Other (see Notes 4 and 5) 1,343,826 1,178,597
Total noncurrent liabilitics : 7,309,277 7,564,975
Total liabilities 12,323,726 12,918,744
Net assets:

Unrestricted

Coritrolling interest 16,736,190 14,986,302
Noncontrolling interests 1,656,106 1,592,356

Unrestricted net assets 18,392,296 16,578,658

Temporarily restricted 391,226 375,054

Permanently restricted 191,615 174,915
Total net assets 18,975,137 17,128,627
Total liabilities and net assets $ 31,298,863 % 30,047,371

*Consists of varable rate demand bonds with put options that may be exercised at the option of the bondholders, with stated repayment
installments through 2047, as well as certain serialmode bonds with scheduled remarketing/mandatory tenderdates occurming prior to June
30,2015. I the event that bonds are not remarketed upon the exercise of put options or the scheduled mandatory tenders, management
would utilize othersources to access the necessary liquidity. P otential sources include liquidating mvestments, drawing upon the $ billion line
ofcredit, and issuing commercial paper, The commercial paper program is supported by the $ 1billion line o fcredit.

The accompanying notes are an integral part of the consolidated financial statements.
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Ascension

Consolidated Statements of Operations

and Changes in Net Assets
(Dollars in Thousands)

Year Ended June 30,
2014 2013

Operating revenue:

Net patient service revenue $ 19,193,307 $§ 16,326,684

Less provision for doubtful accounts 1,273,354 1,124,409

Net patient service revenue, less provision

for doubtful accounts 17,919,953 15,202,275

Other revenue 2,229,767 1,334,623
Total operating revenue 20,149,720 16,536,898
Operating expenses:

Salaries and wages 8,202,294 6,974,951

Emp loy ee benefits 1,747,739 1,528,119

Purchased services 1,210,276 955,440

Professional fees 1,279,459 1,093,446

Supplies 2,822,102 2,334,427

Insurance 128,535 109,178

Interest 194,616 150,877

Depreciation and amortization 899,389 730,757

Other . ' 2,901,859 2,140,182
Total operating expenses before impairment,

restructuring and nonrecurring losses, net 19,386,269 16,017,377
Income from operations before self-insurance trust fund investment

return and impairment, restructuring, and nonrecutring losses, net 763,451 519,521
Self-insurance trust fund investment return 66,174 34,985
Imp airment, restructuring and nonrecurring losses, net (223,834) (103,344)
Income from operations 605,791 451,162
Nonoperating gains (losses):

Investment return 1,515,819 736,300

Loss on extinguishment of debt (1,605) (4,079)

(Loss) gain on interest rate swaps (6,020) 53,746

Income from unconsolidated entities 5,539 8,544

Contributions from business combinations, net - 2,021,963

Other (63,119) (69,524)
Total nonop erating gains, net 1,450,614 2,746,950
Excess of revenues and gains over expenses and losses 2,056,405 3,198,112
Less noncontrolling interests 245,893 131,184
Excess of revenues and gains over expenses

and losses attributable to controlling interest 1,810,512 3,066,928

Continued on next page.
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Ascension

Consolidated Statements of Operations

and Changes in Net Assets (continued)
(Dollars in Thousands)

Year Ended June 30,

2014

2013

Unrestricted net assets, controlling interest:
Excess of revenues and gains over expenses and losses $
Transfers to sponsors and other affiliates, net
Contributed net assets
Membership interest changes, net
Net assets released from restrictions for property acquisitions
Pension and other postretirement liability adjustments
Change in unconsolidated entities’ net assets
Other

1,810,512 $ 3,066,928

Increase in unrestricted net assets, controlling interest,
before loss from discontinued operations
Loss from discontinued op erations

Increase in unrestricted net assets, controlling interest

Unrestricted net assets, noncontrolling interests:
Excess of revenues and gains over expenses and losses
Distributions of capital
Contributions of capital
Membership interest changes, net
Contributions from business combinations

Increase in unrestricted net assets, noncontrolling interests

Temporarily restricted net assets, controlling interest:
Contributions and grants
Investment return
Net assets released from restrictions
Contributions from business combinations
Other

Increase in temporarily restricted net assets, controlling interest

Permanently restricted net assets, controlling interest:
Contributions
Investment return
Contributions from business combinations
Other

Increase in permanently restricted net assets, controlling interest

Increase in net assets
Net assets, beginning of year

Net assets, end of year $

(6,566) , (9,152)
(1,534) (1,050)
45,255 -
62,537 65,706
23,990 76,483
4,571 23,295
(24,514) 4,507
1,914,251 3,226,717
(164,363) (76,829)
1,749,888 3,149,388
245,893 131,184
(531,159) (829,989)
401,546 1,579,187
(52,530) -
= 64,738
63,750 945,120
99,885 88,841
31,292 17,232
(115,353) (108,193)
- 44,201
348 1,088
16,172 43,169
10,405 2,664
7,942 1,598
- 67,846
(1,647) (368)
16,700 71,740
1,846,510 4,209,917
17,128,627 12,918,710
18,975,137 § 17,128,627

The accompanying notes are an integral part of the consolidated financial statements.
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Ascension

Consolidated Statements of Cash Flows

(Dollars in Thousands)

Operating activities
Increase in net assets
Adjustments to reconcile increase in net assets to net cash
provided by operating activities: '
Depreciation and amortization
Amortization of bond premiums
Loss on extinguishment of debt
Provision for doubtful accounts
Pension and other postretirement liability adjustments
Contributed net assets i
Contributions from business combinations
Interest, dividends, and net (gains) losses on investments
Change in market value of interest rate swaps
Deferred gain on interest rate swaps
Gain on sale of assets, net
Impairment and nonrecurring expenses
Transfers to sponsor and other affiliates, net
Restricted contributions, investment return, and other
Other restricted activity
Nonoperating depreciation expense
(Increase) decrease in:
Short-term investments
Accounts receivable
Inventories and other current assets
Due from brokers
Investments classified as trading
Other assets
Increase (decrease) in:
Accounts payable and accrued liabilities
Estimated third-party payor settlements, net
Due to brokers
Other current liabilities
Self-insurance liabilities
Other noncurrent liabilities
Net cash provided by continuing operating activities
Net cash provided by (used in) and adjustments to reconcile change in
net assets for discontinued operations, including write-down of assets
Net cash provided by operating activities

Continued on next page.
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Year Ended June 30,

2014

2013

$ 1,846,510 $ 4,209,917

899,389 730,757
(22,497) (13,948)
1,605 4,079
1,275,961 1,128,717
(23,990) (76,483)
1,534 1,050
= (1,742,900)
(1,621,227) (790,115)
1,880 (61,349)
(303) (303)
(25,556) (4,008)
30,353 17,259
6,566 9,152
(122,232) (98,755)
6,362 15,965
234 317
4,744 212,624
(1,393,667)  (1,134,828)
437,913 (213,753)
(165,377) 610,891
466,353 (959,888)
(186,983) (182,693)
(685) (2,009)
(124,475) 30,604
(161,251) (387,193)
(357,167) 91,435
4,894 (15,342)
60,731 (153,420)
839,619 1,225,780
126,554 (19,386)
966,173 1,206,394
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Ascension

Consolidated Statements of Cash Flows (continued)
(Dollars in Thousands)

Year Ended June 30,

2014 2013
Investing activities
Property, equipment, and capitalized software additions, net $(1,102,680) $ (871,203)
Proceeds from sale of property and equipment 15.594 26,321
Net cash used in investing activities (1,087,086) (844,882)
Financing activities
Issuance of long-term debt 512,231 1,228,995
Repayment of long-term debt (606,502) (1,235,850)
(Increase) decrease in assets under bond indenture agreements (17,506) 20,577
Transfers to sponsors and other affiliates, net (24,679) (26,112)
Restricted contributions, investment return, and other 122,232 98,755
Net cash (used in) provided by financing activities (14,224) 86,365
Net (decrease) increase in cash and cash equivalents (135,137) 447,877
Cash and cash equivalents at beginning of year 753,555 305,678
Cash and cash equivalents at end of year $ 618,418 $ 753,555

The accompanying noles are an integral part of the consolidated financial statements.
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Ascension

Notes to Consolidated Financial Statements
(Dollars in Thousands)

June 30, 2014

1. Organization and Mission
Organizational Structure

Ascension Health Alliance, d/b/a Ascension (Ascension), is a Missouri nonprofit corporation
formed on September 13, 2011. Ascension is the sole corporate member and parent organization
of Ascension Health, a Catholic national health system consisting primarily of nonprofit
corporations that own and operate local healthcare facilities, or Health Ministries, located in 23
of the United States and the District of Columbia.

Ascension serves as the member or shareholder of various subsidiaries as listed below:

AH Holdings, LLC, d/b/a Ascension Holdings, LLC

AHV Holding Company, LLC, d/b/a AV Holding Company

Ascension Health

Ascension Health Clinical Holdings, d/b/a Ascension Clinical Holdings
Ascension Health Global Mission, d/b/a Ascension Global Mission

Ascension Health Insurance, Ltd. (AHIL)

Ascension Health — IS. Inc., d/b/a Ascension Information Services

Ascension Health Resource and Supply Management Group, LLC d/b/a The Resource
Group

Ascension Health Leadership Academy, d/b/a Ascension Leadership Academy
Ascension Health Ventures, d/b/a Ascension Ventures

Ascension Investment Management, LLC (AIM)

Ascension Alpha Fund, LLC, f/k/a CHIMCO Alpha Fund, LLC (Alpha Fund)
Ascension Risk Services, LLC

e o @ 9 @

Ascension and its member organizations are hereafter referred to collectively as the System.

Effective July 15, 2013, Ascension Health Leadership Academy, LLC, Ascension Health Global
Mission and Ascension Health Clinical Holdings began doing business as Ascension Leadership
Academy, Ascension Global Mission and Ascension Clinical Holdings, respectively. On July 17,
2013, AH Holdings, LLC began doing business as Ascension Holdings. Effective October 14,
2013, CHIMCO Alpha Fund, LLC was renamed Ascension Alpha Fund, LLC.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

1. Organization and Mission (continued)

Effective November 4, 2013, Ascension Health Ventures, LLC was renamed Ascension
Ventures, LLC and AHV Holding Company, LLC began doing business as AV Holding
Company. Effective December 12, 2013, Ascension Health — IS, Inc. began doing business as
Ascension Information Services. Effective January 1, 2014, Catholic Healthcare Investment
Management Company (CHIMCO) transferred all of its business and assets to AIM, a limited
liability company wholly owned by Ascension and CHIMCO’s successor in interest.

Sponsorship

Ascension is sponsored by Ascension Sponsor, a Public Juridic Person. The Participating Entities
of Ascension Sponsor are the Daughters of Charity of St. Vincent de Paul, St. Louise Province;
the Congregation of St. Joseph; the Congregation of the Sisters of St. Joseph of Carondelet; the
Congregation of Alexian Brothers of the Immaculate Conception Province, Inc. — American
Province; and the Sisters of the Sorrowful Mother of the Third Order of St. Francis of Assisi —
US/Caribbean Province. As more fully described in the Organizational Changes note, Marian
Health System, which was previously sponsored by the Sisters of the Sorrowful Mother of the
Third Order of St. Francis of Assisi — US/Caribbean Province, became part of Ascension Health
on April 1, 2013.

Mission

The System directs its governance and management activities toward strong, vibrant, Catholic
Health Ministries united in service and healing, and dedicates its resources to spiritually centered
care which sustains and improves the health of the individuals and communities it serves. In
accordance with the System’s mission of service to those persons living in poverty and other
vulnerable persons, each Health Ministry accepts patients regardless of their ability to pay. The
System uses four categories to identify the resources utilized for the care of persons living in
poverty and community benefit programs:

e Traditional charity care includes the cost of services provided to persons who cannot

afford healthcare because of inadequate resources and/or who are uninsured
or underinsured.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

1. Organization and Mission (continued)

+ Unpaid cost of public programs, excluding Medicare, represents the unpaid cost of
services provided to persons covered by public programs for persons living in poverty and
other vulnerable persons.

« Cost of other programs for persons living in poverty and other vulnerable persons includes
unreimbursed costs of programs intentionally designed to serve the persons living in
poverty and other vulnerable persons of the community, including substance abusers, the
homeless, victims of child abuse, and persons with acquired immune deficiency syndrome.

« Community benefit consists of the unreimbursed costs of community benefit programs and
services for the general community, not solely for the persons living in poverty, including
health promotion and education, health clinics and screenings, and medical research.

Discounts are provided to all uninsured patients, including those with the means to pay.
Discounts provided to those patients who did not qualify for assistance under charity care
guidelines are not included in the cost of providing care of persons living in poverty and other
community benefit programs. The cost of providing care to persons living in poverty and other
community benefit programs is estimated by reducing charges forgone by a factor derived from
the ratio of each entity’s total operating expenses to the entity’s billed charges for patient care.

Certain costs such as graduate medical education and certain other activities are excluded from
total operating expenses for purposes of this computation.

The amount of traditional charity care provided, determined on the basis of cost, was $580,606
and $524,605 for the years ended June 30, 2014 and 2013, respectively. The amount of unpaid
cost of public programs, cost of other programs for persons living in poverty and other
vulnerable persons, and community benefit cost is reported in the accompanying supplementary
information. ‘
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies
Principles of Consolidation

All corporations and other entities for which operating control is exercised by the System or one
of its member corporations are consolidated, and all significant inter-entity transactions have
been eliminated in consolidation. Investments in entities where the System does not have
operating control are recorded under the equity or cost method of accounting. Income from
unconsolidated entities is included in consolidated excess of revenues and gains over expenses
and losses in the accompanying Consolidated Statements of Operations and Changes in Net
Assets as follows:

Year Ended June 30,

2014 2013
Other revenue $ 83,317 $ 105,173
Nonoperating gains, net - 5,539 8,544

Use of Estimates

Management has made estimates and assumptions that affect the reported amounts of certain
assets, liabilities, revenues, and expenses. Actual results could differ from those estimates.

Fair Value of Financial Instruments

Carrying values of financial instruments classified as current assets and current liabilities
approximate fair value. The fair values of other financial instruments are disclosed in the Fair
Value Measurements note. ' '

Cash and Cash Equivalents

Cash and cash equivalents consist of cash and interest-bearing deposits with original maturities
of three months or less.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Short-Term Investments

Short-term investments consist of investments with original maturities exceeding three months
and up to one year.

Inventories

Inventories, consisting primarily of medical supplies and pharmaceuticals, are stated at the lower
of cost or market value using first-in, first-out (FIFO) or a methodology that closely
approximates FIFO.

Long-Term Investments and Investment Return

Investments, excluding investments in unconsolidated entities, are measured at fair value, are
classified as trading securities, and include pooled short-term investment funds;
U.S. government, state, municipal and agency obligations; corporate and foreign fixed income
securities; asset-backed securities; and equity securities. Investments also include alternative
investments and other investments which are valued based on the net asset value of the
investments, as further discussed in the Fair Value Measurements note. Investments also include
derivatives held by the Alpha Fund, also measured at fair value, as discussed in the Pooled
Investment Fund note.

Long-term investments include assets limited as to use of approximately $1,431,000 and
$1,311,000, at June 30, 2014 and 2013, respectively, comprised primarily of investments placed
in trust and held by captive insurance companies for the payment of self-insured claims and
investments which are limited as to use, as designated by donors.

Purchases and sales of investments are accounted for on a trade-date basis. Investment returns
consist of dividends, interest, and gains and losses. The cost of substantially all securities sold is
based on the average cost method. Investment returns on investments, excluding returns of self-
insurance trust funds, are reported as nonoperating gains (losses) in the Consolidated Statements
of Operations and Changes in Net Assets, unless the return is restricted by donor or law.
Investment returns of self-insurance trust funds are reported as a separate component of income
from operations in the Consolidated Statements of Operations and Changes in Net Assets.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Property and Equipment

Property and equipment are stated at cost or, if donated, at fair market value at the date of the
gift. A summary of property and equipment at June 30, 2014 and 2013, is as follows:

June 30,
2014 2013

Land and improvements $ 880,352 $ 822,885
Buildings and equipment _ 14,933,470 14,427,322
15,813,822 15,250,207

Less accumulated depreciation 7,987,988 7,436,307
7,825,834 7,813,900

Construction in progress 584,795 460,954
Total property and equipment, net $ 8,410,629 $ 8,274,854

Depreciation is determined on a straight-line basis over the estimated useful lives of the related
assets. Depreciation expense in 2014 and 2013 was $739,853 and $620,177, respectively.

Several capital projects have remaining construction and related equipment purchase
commitments of approximately $301,000.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Intangible Assets

Intangible assets primarily consist of goodwill and capitalized computer software costs,
including internally developed software. Costs incurred in the development and installation of
internal use software are expensed or capitalized depending on whether they are incurred in the
preliminary project stage, application development stage, or post-implementation stage.

Intangible assets are included in the Consolidated Balance Sheets as presented in the table that
follows. Capitalized software costs in the table below include software in progress of $125,451
and $99,048 at June 30, 2014 and 2013, respectively:

June 30,
2014 2013
Capitalized software costs $ 1,557,302 $ 1,388,880
Less accumulated amortization 778,597 670,758
Capitalized software costs, net 778,705 718,122
Goodwill 181,490 130,306
Other, net 62,573 71,440
Intangible assets included in other long-term assets 244,063 201,746
Total intangible assets, net $ 1,022,768 $ 919,868

Intangible assets whose lives are indefinite, primarily goodwill, are not amortized and are
evaluated for impairment at least annually, while intangible assets with definite lives, primarily
capitalized computer software costs, are amortized over their expected useful lives. Amortization
expense for these intangible assets in 2014 and 2013 was $157,150 and $108,633, respectively.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)

The System is in the midst of a significant multi-year, System-wide enterprise resource planning
project, including information technology and process standardization (Symphony), which is
expected to continue through fiscal year 2016. The project is anticipated to result in a transition
to a common software product for various finance, information technology, procurement, and
human resources management processes, including standardization of those processes throughout
the System. Capitalized costs of Symphony were approximately $320,000 and $301,000 at
June 30, 2014 and 2013, respectively, and are included in capitalized software costs in the
preceding table. Certain costs of this project were also expensed. Beginning September 1, 2012,
the software associated with Symphony was considered substantially complete and ready for its
intended use and is amortized on a straight-line basis over its expected useful life. Accumulated
amortization of Symphony was approximately $55,000 and $25,000 at June 30, 2014 and 2013,
respectively. See the Impairment, Restructuring, and Nonrecurring Gains (Losses) discussion
below for additional information about costs associated with Symphony.

Noncontrolling Interests

The consolidated financial statements include all assets, liabilities, revenues, and expenses of
entities that are controlled by the System and therefore consolidated. Noncontrolling interests in
the Consolidated Balance Sheets represent the portion of net assets owned by entities outside the
System, for those entities in which the System’s ownership interest is less than 100%. ~

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those assets whose use by the System has been limited by
donors to a specific time period or purpose. Permanently restricted net assets consist of gifts with
corpus values that have been restricted by donors to be maintained in perpetuity, which include
endowment funds. Temporarily restricted net assets and earnings on permanently restricted net
assets, including earnings on endowment funds, are used in accordance with the donors’ wishes,
primarily to purchase equipment and to provide charity care and other health and educational
services. Contributions with donor-imposed restrictions that are met in the same reporting period
are reported as unrestricted.

Temporarily and permanently restricted net assets consist solely of controlling interests of
the System.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Performance Indicator

The performance indicator is the excess of revenues and gains over expenses and losses.
Changes in unrestricted net assets that are excluded from the performance indicator primarily
include pension and other postretirement liability adjustments, transfers to or from sponsors and
other affiliates, net assets released from restrictions for property acquisitions, change in
unconsolidated entities’ net assets, discontinued operations, and contributions received of
property and equipment.

Operating and Nonoperating Activities

The System’s primary mission is to meet the healthcare needs in its market areas through a broad
range of general and specialized healthcare services, including inpatient acute care, outpatient
services, long-term care, and other healthcare services. Activities directly associated with the
furtherance of this purpose are considered to be operating activities. Other activities that result in
gains or losses peripheral to the System’s primary mission are considered to be nonoperating.
Additionally, contributions recognized in conjunction with business combination transactions are
also classified as nonoperating.

Net Patient Service Revenue, Accounts Receivable, and Allowance for Doubtful Accounts

Net patient service revenue is reported at the estimated realizable amounts from patients, third-
party payors, and others for services provided and includes estimated retroactive adjustments
under reimbursement agreements with third-party payors. The System recognizes patient service
revenue at the time services are rendered, even though the patient’s ability to pay may not be
completely assessed at that time. Revenue under certain third-party payor agreements is subject
to audit, retroactive adjustments, and significant regulatory actions. Provisions for third-party
payor settlements and adjustments are estimated in the period the related services are provided
and adjusted in future periods as additional information becomes available and as final
settlements are determined.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject
to interpretation. As a result, there is at least a possibility that recorded estimates will change by
a material amount in the near term. Adjustments to revenue related to prior periods increased net
patient service revenue by $95,591 and $55,340 for the years ended June 30, 2014 and 2013,

respectively.
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Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)

The percentage of net patient service revenue, less provision for doubtful accounts earned by
payor for the years ended June 30, 2014 and 2013, is as follows:

June 30,

2014 2013
Medicare — traditional and managed 36 % 36 %
Medicaid — traditional and managed 11 11
Commercial and other managed care 45 45
Self-Pay and other 8 8
100 % 100 %

The System grants credit without collateral to its patients, who are primarily local residents and
are insured under third-party payor arrangements. Significant concentrations of accounts
receivablé, less allowance for doubtful accounts, at June 30, 2014 and 2013, are as follows:

June 30,
2014 2013
Medicare — traditional and managed 22 % 22 %
Medicaid — traditional and managed 9 8
Commercial and other managed care 45 43
Self-Pay and other 24 27
100 % 100 %
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2. Significant Accounting Policies (continued)

The provision for doubtful accounts is based upon management’s assessment of expected net
collections considering economic conditions, historical experience, trends in healthcare
coverage, and other collection indicators. Periodically throughout the year, management assesses
the adequacy of the allowance for doubttul accounts based upon historical write-off experience
by payor category, including those amounts not covered by insurance. The results of this review
are then used to make any modifications to the provision for doubtful accounts to establish an
appropriate allowance for doubtful accounts. After satisfaction of amounts due from insurance
and reasonable efforts to collect from the patient have been exhausted, the System follows
established guidelines for placing certain past-due patient balances with collection agencies,
subject to the terms of certain restrictions on collection efforts as determined by the System.
Accounts receivable are written off after collection efforts have been followed in accordance
with the System’s policies.

The methodology for determining the allowance for doubtful accounts and related write-offs on
uninsured patient accounts has remained consistent with the prior year. The System has not
experienced material changes in write-off trends and has not materially changed its charity care
policy in the current fiscal year.

Impairment, Restructuring, and Nonrecurring Gains (Losses)

Long-lived assets are reviewed for impairment whenever events or business conditions indicate
the carrying amount of such assets may not be fully recoverable. Initial assessments of
recoverability are based on estimates of undiscounted future net cash flows associated with an
asset or group of assets. Where impairment is indicated, the carrying amount of these long-lived
assets is reduced to fair value based on future discounted net cash flows or other estimates of
fair value.

Nonrecurring expenses associated with Symphony include project management and process
re-engineering costs, amortization expense for those Health Ministries not yet on Symphony, as
well as costs to establish a shared service center and develop a business intelligence data
warehouse. Costs associated with product deployment are recorded as nonrecurring gains
(losses), and costs associated with product support are recorded as recurring operating expenses.
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2. Significant Accounting Policies (continued)

During the year ended June 30, 2014, the System recorded total impairment, restructuring, and
nonrecurring losses, net of $223.834. This amount was comprised primarily of $163,293 of
nonrecurring expenses associated with Symphony, one-time termination benefits and other
restructuring expenses of $26,012, impairment expenses of $23,120, and other nonrecurring
expenses of $11,409.

During the year ended June 30, 2013, the System recorded total impairment, restructuring, and
nonrecurring losses, net of $103,344. This amount was comprised primarily of $113,193 of
nonrecurring expenses associated with Symphony, one-time termination benefits and other
restructuring expenses of $57,470, and impairment and other nonrecurring expenses of $4,998,
partially offset by pension curtailment gains of $72,317, as discussed in the Retirement Plans
note.

Amortization

Bond issuance costs, discounts, and premiums are amortized over the term of the bonds using a
method approximating the effective interest method.

Capitalized software, including internally developed software, is amortized on a straight-line
basis over the expected useful life of the software.

Income Taxes

The member healthcare entities of the System are primarily tax-exempt organizations under
Internal Revenue Code Section 501(c)(3) or Section 501(c)(2), and their related income is
exempt from federal income tax under Section 501(a). The System accounts for uncertainty in
income tax positions by applying a recognition threshold and measurement attribute for financial
statement recognition and measurement of a tax position taken or expected to be taken in a tax
return. The System has determined that no material unrecognized tax benefits or liabilities exist
as of June 30, 2014.

At June 30, 2014, the System has deferred tax assets of approximately $326,000 for federal and
state income tax purposes primarily related to net operating loss carryforwards. A valuation
allowance of approximately $322,000 was recorded due to the uncertainty regarding use of the
deferred tax assets.
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2. Significant Accounting Policies (continued)
Regulatory Compliance

Various federal and state agencies have initiated investigations regarding reimbursement claimed
by certain members of the System. The investigations are in various stages of discovery, and the
ultimate resolution of these matters, including the liabilities, if any, cannot be readily
determined; however, in the opinion of management, the results of the investigations will not
have a material adverse impact on the consolidated financial statements of the System.

Reclassifications

Certain reclassifications were made to the 2013 accompanying consolidated financial statements
to conform to the 2014 presentation.

Adoption of New Accounting Standards

In December 2011, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) No. 2011-11, Disclosures about Offsetting Assets and Liabilities, an
amendment to the accounting guidance for disclosures about offsetting assets and liabilities. In
January 2013, the FASB issued ASU No. 2013-01, Clarifying the Scope of Disclosures about
Offsetting Assets and Liabilities. These ASUs expand the disclosure requirements in that entities
will be required to disclose both gross and net information about instruments and transactions
eligible for offset in the balance sheet. Ascension adopted this collective guidance on July 1,
2013, which did not have a material impact on Ascension’s consolidated financial statements for
the year ended June 30, 2014. See the Derivative Instruments note for disclosures about
offsetting assets and liabilities for the year ended June 30, 2014. :

Subsequent Events

The System evaluates the impact of subsequent events, which are events that occur after the
Consolidated Balance Sheet date but before the consolidated financial statements are issued, for
potential recognition in the consolidated financial statements as of the Consolidated Balance
Sheet date. For the year ended June 30, 2014, the System evaluated subsequent events through
September 11, 2014, representing the date on which the accompanying audited consolidated
financial statements were issued.
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2. Significant Accounting Policies (continued)

In July 2014, the System signed two separate non-binding letters of intent to sell primarily all
assets and liabilities and related operations of Ascension’s operations in Kansas City, Missouri
and Tucson, Arizona, as discussed in the Organizational Changes note.

In August 2014, Ascension Health signed an affiliation agreement to sell primarily all of the
assets, liabilities and operations associated with Ascension’s operations in Niagara Falls, New
York to Catholic Health System, Inc. This transaction is intended to close during calendar year
2015, after obtaining all necessary approvals.

3. Organizational Changes
Business Combinations
Marian Health System

Effective April 1, 2013, Ascension Health, a subsidiary of the System, became the sole corporate
member, through a non-cash business combination transaction, of three regional health systems
that formerly comprised Marian Health System, Inc. (Marian Health System): Via Christi Health,
Inc. (Via Christi Health), based in Wichita, Kansas; Ministry Health Care, Inc. (Ministry Health
Care), based in Milwaukee, Wisconsin; and St. John Health System, Inc. (St. John Health), based
in Tulsa, Oklahoma (collectively, the Marian Systems). Prior to this transaction, Marian Health
System was the sole corporate member of Ministry Health Care and St. John Health, while
Ascension Health and Marian Health System were the two corporate members of Via Christi
Health.

Prior to April 1, 2013, the System accounted for its 50% interest in Via Christi Health under the
equity method of accounting. The System’s investment in Via Christi Health at March 31, 2013,
was $545,018, which was reported in the Consolidated Balance Sheet at that date in investment
in unconsolidated entities. For the year ended June 30, 2013, the System’s excess of revenues
and gains over expenses and losses included $34,141, representing the System’s share of Via
Christi Health’s excess of revenues over expenses prior to the business combination transaction
on April 1, 2013. The System’s investment in Via Christi Health of $545,018 at March 31, 2013,
was derecognized on April 1, 2013, in conjunction with the accounting for the business
combination transaction.
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3. Organizational Changes (continued)

The fair values of the Marian Systems® net assets, by major type, that were recognized in the
System’s Consolidated Balance Sheet on April 1, 2013, were as follows. The valuation of these
net assets was finalized during the year ended June 30, 2014, resulting in no material
adjustments.

Net working capital $ 557,274
Intangible assets, including capitalized software - 135,819
Property and equipment 1,950,739
Assets limited as to use 1,126,259
Investments and other long-term assets . 1,125,652
Noncurrent liabilities assumed (2,144,948)
Subtotal 2,750,795
Less: March 31, 2013 Investment in Via Christi Health (545,018)
Fair value of net assets $ 2,205,777

The fair value of net assets of $2,205,777 in the preceding table was recognized in the
Consolidated Statement of Operations and Changes in Net Assets for the year ended June 30,
2013, as a nonoperating contribution from business combinations of $2,028,992; contributions of
temporarily and permanently restricted net assets of $44,201 and $67,846, respectively; and
contributions of noncontrolling interests of $64,738.

" For the three months ended June 30, 2013, the System recognized revenues of the Marian
Systems of $1,049,259, and an excess of revenues and gains over expenses and losses of the
Marian Systems of $56,670, of which $55,542 was attributable to controlling interest, with the
remaining attributable to noncontrolling interests. Additionally, for the three months ended
June 30, 2013, the System recognized an increase in unrestricted net assets — controlling
interests, excluding the excess of revenues and gains over expenses and losses of $56,670 above,
of $53,801; an increase in unrestricted net assets — noncontrolling interests of $823; an increase
in temporarily restricted net assets of $915; and a decrease in permanently restricted net assets of
$56.
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3. Organizational Changes (continued)

The following unaudited pro forma financial information presents the combined results of
operations of the System and the Marian Systems for the year ended June 30, 2013, as though the
April 1, 2013 business combination transaction had ocourred on July 1, 2011. This pro forma
financial information is not necessarily indicative of the results of operations that would have
oceurred had the System and the Marian Systems constituted a single entity during this period,
nor is it necessarily indicative of future operating results.

Year Ended
June 30, 2013
Total operating revenue $ 20,005,943
Excess of revenues and gains over eXpenses and losses 1,230,777
Increase in unrestricted net assets — controlling interest 1,307,542
Increase in unrestricted net assets — noncontrolling interests 879,585
Increase in temporarily restricted net assets 7,497
Increase in permanently restricted net assets \ 7,945

The excess of revenues and gains over expenses and losses and the increase in unrestricted net
assets — controlling interest in the table above exclude the nonoperating contribution from the
Marian Health System business combination of $2,028,992 included in the Consolidated
Statement of Operations and Changes in Net Assets for the year ended June 30, 2013. The pro
forma excess of revenues and gains over expenses and losses above includes certain adjustments
attributable to the April 1, 2013, business combination transaction. '

In addition, the increases in unrestricted net assets — controlling interest, temporarily restricted
net assets, and permanently restricted net assets in the table above exclude the contributions from
business combinations reflected in the contributions of noncontrolling interests, and temporarily
and permanently restricted net assets of $64,73 8, $44,201, and $67,846, respectively.
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3. Organizational Changes (continued)
Mercy Regional Health Center, Inc.

On February 27, 2014 (transaction date), Via Christi Health, a subsidiary of Ascension Health,
became the sole corporate member of Mercy Regional Health Center, Inc. (MRHC) through a
membership transfer agreement with Memorial Hospital Association (MHA). Prior to the
transaction date, Via Christi Health held a 50% controlling interest in MRHC, which it
consolidated, with a noncontrolling interest recognized for the portion of MRHC held by MHA.
On the transaction date, Via Christi Health paid cash of approximately $7,300 to MHA in
exchange for MHA’s 50% interest valued at approximately $52,530, along with contingent
consideration, paid in the event of a sale or future change in control of either MRHC or Via
Christi Health, or the dissolution of MRHC. As such, this contingent liability had a value of zero
at June 30, 2014 and through September 11, 2014, the date of issuance of Ascension’s
consolidated financial statements. This transaction was accounted for as a $45,255 increase in
controlling interest and a corresponding $52,530 decrease in noncontrolling interest in
Ascension’s Consolidated Statement of Operations and Changes in Net Assets for the year ended
June 30, 2014.

Divestitures and Discontinued Operations

As of June 30, 2014, and through September 11, 2014, the date of issuance of Ascension’s
consolidated financial statements, the System is in discussions, and has signed related non-
binding letters of intent, with certain third parties for the sale of primarily all assets, liabilities
and operations, excluding certain non-acute care entities, associated with Ascension’s operations
in Kansas City, Missouri; Tucson, Arizona; and Niagara Falls, New York (entities held for sale).
A noncontrolling interest in the operations in Tucson, Arizona, subsequent to the sale is expected
to be retained. Completion of these proposed transactions is subject to due diligence and
execution of final definitive agreements, including obtaining all necessary approvals.
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3. Organizational Changes (continued)

Assets and liabilities intended to be sold are designated as assets and liabilities held for sale, and
included within other assets and other liabilities, respectively, in the System’s Consolidated
Balance Sheets. Assets held for sale were $431,404 and $571,350 at June 30, 2014 and 2013,
respectively, while liabilities held for sale were $130,722 and $142,707 at June 30, 2014 and
2013, respectively. Revenues of the entities held for sale were $870,862 and $862,838 for the
years ended June 30, 2014 and 2013, respectively. Losses of the entities held for sale included in
the Loss from discontinued operations in the Consolidated Statement of Operations and Changes
in Net Assets were $31,579 and $74,892 for the years ended June 30, 2014 and 2013,
respectively. Primarily all of the remaining loss from discontinued operations for the year ended
June 30, 2014, was comprised of the write-down of assets in Tucson, Arizona, and Niagara Falls,
New York, in conjunction with being classified as held for sale.

Other

In June 2014, Alexian Brothers Health System, a subsidiary of Ascension Health, signed a non-
binding letter of intent to form a joint operating company with Adventist Midwest Health.
Completion of this proposed transaction is subject to due diligence and exccution of final
definitive agreements, including obtaining all necessary approvals.

4. Pooled Investment Fund

At June 30, 2014 and 2013, a significant portion of the System’s investments consists of the
System’s interest in the Alpha Fund, a limited liability company organized in the state of
Delaware. Certain System assets continue to be held through the Ascension Legacy Portfolio,
and subsequent to April 2012, the Ascension Legacy Portfolio no longer holds assets for
unrelated entities. Additional System investments include those held and managed by the Health
Ministries’ and their consolidated foundations.

The Alpha Fund includes the investment interests of the System and other Alpha Fund members.
AIM, a wholly owned subsidiary of the System, manages and serves as the manager and primary
investment advisor of the Alpha Fund, overseeing the investment strategies offered to the Alpha
Fund’s members. AIM provides expertise in the areas of asset allocation, selection and
monitoring of outside investment managers, and risk management. The Alpha Fund is
consolidated in the System’s financial statements.
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4. Pooled Investment Fund (continued)

The portion of the Alpha Fund’s net assets representing interests held by entities other than the
System are reflected in noncontrolling interests in the Consolidated Balance Sheets, which
amount to $1,490,082 and $1,450,580 at June 30, 2014 and 2013, respectively.

The Alpha Fund invests in a diversified portfolio of investments including alternative
investments, such as real asset funds, hedge funds, private equity funds, commodity funds, and
private credit funds. Collectively, these funds have liquidity terms ranging from daily to annual
with notice periods ranging from 1 to 180 days. Due to redemption restrictions, investments in
certain of these funds, whose fair value was $1,312,677 at June 30, 2014, cannot currently be
redeemed. However, the potential for the Alpha Fund to sell its interest in these funds in a
secondary market prior to the end of the fund term does exist.

The Alpha Fund’s investments in certain alternative investment funds also include contractual
comrmitments to provide capital contributions during the investment period, which is typically
five years and can extend to the end of the fund term. During these contractual periods,
investment managers may require the Alpha Fund to invest in accordance with the terms of the
agreement. Commitments not funded during the investment period will expire and remain
unfunded. As of June 30, 2014, contractual agreements of the Alpha Fund expire between
July 2014 and December 2019. The remaining unfunded capital commitments of the Alpha Fund
total approximately $1,459,000 for 95 individual funds as of June 30, 2014. Due to the
uncertainty surrounding whether the contractual commitments will require funding during the
contractual period, future minimum payments to meet these commitments cannot be reasonably
estimated. These committed amounts are expected to be primarily satisfied by the liquidation of
existing investments in the Alpha Fund. '

In the normal course of operations and within established Alpha Fund guidelines, the Alpha
Fund may enter into various exchange-traded and over-the-counter derivative contracts for
trading purposes, including futures, option, and forward contracts as well as warrants and swaps.
These instruments are used primarily to adjust the portfolio duration, restructure term structure
exposure, change sector exposure, and arbitrage market inefficiencies. See the Fair Value
Measurements note for a discussion of how fair value for the Alpha Fund’s derivatives is
determined.

1403-1210450 27



123

Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

4. Pooled Investment Fund (continued)

At June 30, 2014 and 2013, the notional value of Alpha Fund derivatives outstanding was
approximately $2,377,000 and $2,126,000, respectively. The fair value of Alpha Fund
derivatives in an asset position was $61,234 and $35.404 at June 30, 2014 and 2013,
respectively, while the fair value of Alpha Fund derivatives in a liability position was $3,478 and
$84,249 at June 30, 2014 and 2013, respectively. These derivatives are included in long-term
investments in the Consolidated Balance Sheets at June 30, 2014 and 2013.

The Alpha Fund also participates in a securities lending program, whereby a portion of the Alpha
Fund’s investments are loaned to selected established brokerage firms in return for cash and
securities from the brokers as collateral for the investments loaned, usually on a short-term basis.
The fair value of collateral held by the Alpha Fund associated with such lending agreements
amounts to approximately $3,000 and $394,000 at June 30, 2014 and 2013, respectively, and is
included in other current assets in the Consolidated Balance Sheets, while the liability associated
with the obligation to repay such collateral is also approximately $3,000 and $394,000 at
June 30, 2014 and 2013, respectively, and is included in other current liabilities in the
Consolidated Balance Sheets. In addition, the Alpha Fund has liabilities for investments sold, not
yet purchased, representing obligations of the Alpha Fund to purchase investments in the market
at prevailing prices. The fair value of this Alpha Fund liability is approximately $179,000 and
$7.000 at June 30, 2014 and 2013, respectively, and is included in other noncurrent liabilities in
the Consolidated Balance Sheets.

Due from brokers and due to brokers on the Consolidated Balance Sheets at June 30, 2014 and
2013, represent the Alpha Fund’s positions and amounts due from or to various brokers,
primarily amounts for security transactions not yet settled, and cash held by brokers for securities
sold, not yet purchased.
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5. Cash and Investments

The System’s cash and investments are reported in the Consolidated Balance Sheets as presented
in the table'that follows. Total cash and investments, net, includes both the System’s membership
interest in the Alpha Fund and the noncontrolling interests held by other Alpha Fund members.
System unrestricted cash and investments, net, represent the System’s cash and investments
excluding the noncontrolling interests held by other Alpha Fund members and assets limited as
to use.

June 30,
2014 2013

Cash and cash equivalents $ 618418 § 753,555
Short-term investments 109,081 113,825
Long-term investments 15,327,255 14,156,447
Subtotal 16,054,754 15,023,827
Other Alpha Fund assets and liabilities:

In other current assets 30,671 459,050

In other long-term assets - 2,641 2,785

In accounts payable and other accrued liabilities (7,013) (5,680)

In other current liabilities (3,341) (394,763)

In other noncurrent liabilities ' (178,732) (6,622)

Due to brokers, net 11,588 (315,040)
Total cash and investments, net 15,910,568 14,763,557
Less noncontrolling interests of Alpha Fund 1,490,082 1,450,580

System cash and investments, including assets limited as to use 14,420,486 13,312,977
Less assets limited as to use:

Under bond indenture agreement 43,869 33,955
Self-insurance trust funds 759,388 728,621
Temporarily or permanently restricted 652,244 561,802
Total assets limited as to use 1,455,501 1,324,378
System unrestricted cash and investments, net $ 12,964,985 $ 11,988,599
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5. Cash and Investments (continued)

At June 30, 2014 and 2013, the composition of cash and cash equivalents, short-term
investments and long-term investments, which include certain assets limited as to use, is
summiarized as follows.

June 30,
2014 2013

Cash and cash equivalents and short-term investments $ 828,020 $ 1,113,823
Pooled short-term investment funds 302,436 311,027
U.S. government, state, municipal and agency obligations 3,301,360 3,447,500
Corporate and foreign fixed income securities 1,660,267 1,664,001
Asset-backed securities 978,429 1,196,168
Equity securities B 3,318,063 2,695,483
Alternative investments and other investments:

Private equity and real estate funds 1,039,704 809,341

Hedge funds 3,303,800 2,860,776

Commodities funds and other investments 1,322,675 925,708
Total alternative investments and other investments 5,666,179 4,595,825
Total cash and cash equivalents, short-term investments,

and long-term investments $ 16,054,754 $ 15,023,827

As of June 30, 2014 and 2013, the System’s membership interest in the Alpha Fund totaled
$12,500,448 and $11,251,590, respectively. As of June 30, 2014 and 2013, the noncontrolling
interest (see Note 2) in the Alpha Fund, representing interests held by entities other than the
System, totaled $1,490,082 and $1,450,580, respectively.

Investment return recognized by the System for the years ended June 30, 2014 and 2013, is
summarized in the following table. Total investment return includes the System’s return in the
Ascension Legacy Portfolio and the investment return of the Alpha Fund. System investment
return represents the System’s total investment return, net of the investment return earned by the
noncontrolling interests of other Alpha Fund members.
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5. Cash and Investments (continued)

Year Ended June 30,

2014 2013
Interest and dividends $ 203975 $ 169,797
Net gains on investments reported at fair value 1,378,018 601,488
Restricted investment return and unrealized gains, net 39,234 18,830
Total investment return 1,621,227 790,115
Less return earned by noncontrolling interests of Alpha Fund 193,400 106,039
System investment return $ 1,427,827 $ 684,076

6. Fair Value Measurements

The System categorizes, for disclosure purposes, assets and liabilities measured at fair value in
the consolidated financial statements based upon whether the inputs used to determine their fair
values are observable or unobservable. Observable inputs are inputs that are based on market
data obtained from sources independent of the reporting entity. Unobservable inputs are inputs
that reflect the reporting entity’s own assumptions about pricing the asset or liability, based on
the best information available in the circumstances.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair
value hierarchy. In such cases, an asset’s or liability’s level within the fair value hierarchy is
based on the lowest level of input that is significant to the fair value measurement of the asset or
liability. The System’s assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment and considers factors specific to the asset or
liability.
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The System follows the three-level fair value hierarchy to categorize these assets and liabilities
recognized at fair value at each reporting period, which prioritizes the inputs used to measure
such fair values. Level inputs are defined as follows:

Level 1 — Quoted prices (unadjusted) that are readily available in active markets or
exchanges for identical assets or liabilities on the reporting date.

Level 2 — Inputs other than quoted market prices included in Level 1 that are observable for
the asset or liability, either directly or indirectly. Level 2 pricing inputs include prices quoted
for similar assets and liabilities in active markets or exchanges or prices quoted for identical
or similar assets and liabilities in markets that are not active. If the asset or liability has a
specified (contractual) term, a Level 2 input must be observable for substantially the full term
of the asset or liability. .

Level 3 — Significant pricing inputs that are unobservable for the asset or liability, including
assets or liabilities for which there is little, if any, market activity for such asset or liability.
Inputs to the determination of fair value for Level 3 assets and liabilities require management
judgment and estimation.

There were no significant transfers between Levels 1 and 2 during the years ended June 30, 2014
and 2013.

As of June 30, 2014 and 2013, the assets and liabilities listed in the fair value hierarchy tables
below use the following valuation techniques and inputs:

Cash and Cash Equivalents and Short-Term Investments

Cash and cash equivalents and certain short-term investments include certificates of deposit,
whose fair value is based on cost plus accrued interest. Significant observable inputs include
security cost, maturity, and relevant short-term interest rates. Other short-term investments
designated as Level 2 investments primarily consist of commercial paper, whose fair value.is
based on the income approach. Significant observable inputs include security cost, maturity,
credit rating, interest rate, and par value.
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6. Fair Value Measurements (continued)
Pooled Short-term Investment Fund

The pooled short-term investment fund is a short term exchange traded money market fund
primarily invested in treasury securities.

U S. Government, State, Municipal, and Agency Obligations

The fair value of investments in U.S. government, state, municipal, and agency obligations is
primarily determined using techniques consistent with the income approach. Significant
observable inputs to the income approach include data points for benchmark constant maturity
curves and spreads.

Corporate and Foreign Fixed Income Securities

The fair value of investments in U.S. and international corporate bonds, including commingled
funds that invest primarily in such bonds, and foreign government bonds is primarily determined
using techniques that are consistent with the market approach. Significant observable inputs
include benchmark yields, reported trades, observable broker-dealer quotes, issuer spreads, and
security specific characteristics, such as early redemption options.

Asset-backed Securities

The fair value of U.S. agency and corporate asset-backed securities is primarily determined using
techniques consistent with the income approach. Significant observable inputs include
prepayment speeds and spreads, benchmark yield curves, volatility measures, and quotes.

Equity Securities

The fair value of investments in U.S. and international equity securities is primarily determined
using techniques consistent with the market and income approaches. The values for underlying
investments are fair value estimates determined by external fund managers based on quoted
market prices, operating results, balance sheet stability, growth, dividend, dividend yield, and
other business and market sector fundamentals.
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6. Fair Value Measurements (continued)
Alternative Investments and Other Investments

Alternative investments consist of private equity, hedge funds, private equity funds, commodity
funds, and real estate partnerships. The fair value of private equity is primarily determined using
techniques consistent with both the market and income approaches, based on the System’s
estimates and assumptions in the absence of observable market data. The market approach
considers comparable company, comparable transaction, and company-specific information,
including but not limited to restrictions on disposition, subsequent purchases of the same or
‘similar securities by other investors, pendmg mergers or acquisitions, and current financial
position and operating results. The income approach considers the projected operating
performance of the portfolio company.

The fair value of hedge funds, private equity funds, commodity funds, and real estate
partnerships is primarily determined using net asset values, which approx1mate fair value, as
determined by an external fund manager based on quoted market prices, operating results,
balance sheet stability, growth, and other business and market sector fundamentals.

Other investments include derivative assets and derivative liabilities of the Alpha Fund, whose
fair value is primarily determined using techniques consistent with the market approach.
Significant observable inputs to valuation models include interest rates, Treasury yields,
volatilities, credit spreads, maturity, and recovery rates.

Securities Lending Collateral

The fair value of collateral received under the Alpha Fund’s securities lending program is valued
using the calculated net asset value for the commingled fund in which the collateral is invested.
The underlying investments in the commingled fund are valued using techniques consistent with
the market approach, which uses significant observable market inputs such as available trade,
quotes, benchmark curves, sector groupings, and matrix pricing.
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Benefit Plan Assets

The fair value of benefit plan assets is based on original investment into a guaranteed pooled
fund, plus guaranteed, annuity contract-based interest rates. Significant unobservable inputs to
the guaranteed rate include the fair value and average duration of the portfolio of investments
underlying annuity contract, the contract value, and the annualized weighted-average yield to
maturity of the underlying investment portfolio.

Interest Rate Swap Assets and Liabilities

The fair value of interest rate swaps is primarily determined using techniques consistent with the
market approach. Significant observable inputs to valuation models include interest rates,
Treasury yields, volatilities, credit spreads, maturity, and recovery rates.

Investments Sold, Not Yet Purchased

The fair value of investments sold, not yet purchased is primarily determined using techniques

consistent with the income approach. Significant observable inputs to the income approach
include data points for benchmark, constant maturity curves, and spreads.
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6. Fair Value Measurements (continued)

The following table summarizes fair value measurements, by level, at June 30, 2014, for all
financial assets and liabilities measured at fair value on a recurring basis in the System’s
consolidated financial statements:

Level 1 Level 2 Level 3 Total

June 30,2014
Cash and cash equivalents $ 351,934 $ 3,398 § - 8 355,332
Short-term investments 44,193 23,804 293 68,290
Pooled short-term investment funds 302,436 - - 302,436
US. govemment, state, municipal

and agency obligations - 3,301,360 - 3,301,360
Corporate and foreign fixed

income securities - 1,429,694 230,573 1,660,267
Asset-backed securities — 878,508 99,921 978,429
Equity securities ' 3,079,815 186,670 51,578 3,318,063
Alternative investments and other investments:

Private equity and real estate funds 388 5,901 1,030,536 1,036,825

Hedge funds — - 3,303,800 3,303,800

Commodities funds and other investments 134 1,352 1,212,420 1,213,906
Assets not at fair value 516,046
Cash and investments 5 16,054,754
Securities lending collateral, in other

current assets $ - § 3341 $ - $ 3,341
Benefit plan assets, in other

noncurrent assets 235,991 - 40,749 276,740
Interest rate swaps, in other noncurrent assets - 69,883 - 69,883
Investments sold, not yet purchased, in other

noncurrent liabilities - 178,732 - 178,732
Interest rate swaps, included in

other noncurrent liabilities - 189,659 - 189,659
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6. Fair Value Measurements (continued)

For the year ended June 30, 2014, the changes in the fair value of the assets and liabilities
measured using significant unobservable inputs (Level 3) consisted of the following.

u.s
Government, Corporate
State, and Foreign Private Commodities
Municipal Fixed Asset- Equity and Funds and
Short-term  and Agency Income Backed Equity Real Estate Other Benefit
investments Obligations  Securities  Securities  Securities Funds Hedge Funds Investments Plan Assets
Year Ended )
June 30,2014
Beginning balance $ 238 § 5,829 $ 391,287 $117,033 § 2,163 § 799,414 $2,857,114 $ 831,182 § 35,662
Total realized and unrealized
gains (losses):
Included in income from
operations - 3 178 1 8,287 - an 8 -
Included in nonoperating
gains (losses) 55 @7 19,138 35 97) 103,975 267,740 413,774 -
Included in changes in
net assets - - - - - 44 577 17 -
Purchases - - 104,381 94,926 52,839 337,742 543,162 267,890 202,600
Settlements - - - - - (391) - - -
Sales = (5,805) (273,882) (2,227) (10,899)  (210,248)  (376,420) (299,570) (216,349)
Transfers into Level 3 - - - - - - 11,640 - 77,763
Transfers out of Level 3 - - (10,529) (109,847) (715) - (2) (881) (58,927)
Ending balance $ 293 §$ — § 230,573 $ 99,921 $51,578 $1,030,536 $3,303,800 $ 1,212,420 § 40,749
The amount of total gains
or losses for the period
included in nonoperating
gains (losses) attributable
to the changes in
unrealized gains or losses
relating to assets still
held at June 30, 2014 $ 56 S - 8§ 7605 $ (239) § 7,394 $ 70,701 $ 241,386 $ 128,351 § —

The basis for recognizing and valuing transfers into or out of Level 3, in the Level 3 rollforward,
is as of the beginning of the period in which the transfers occur.
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6. Fair Value Measurements (continued)

The following table summarizes fair value measurements, by level, at June 30, 2013, for all
financial assets and liabilities measured at fair value on a recurring basis in the System’s
consolidated financial statements:

Level 1 Level 2 Level 3 Total

June 30,2013
Cash and cash equivalents $ 618129 $ 14,277 $ —~ § 632,406
Short-term investments 21,821 45,258 238 67,317
Pooled short-term investment funds 311,027 - - 311,027
U.S. government, state, municipal

and agency obligations - 3,441,671 5,829 3,447,500
Corporate and foreign fixed

income securities - 1,272,714 391,287 1,664,001
Asset-backed securities — 1,079,135 117,033 1,196,168
Equity securities 2,656,950 36,370 2,163 2,695,483
Alternative investments and other investments:

Private equity and real estate funds 529 3,752 799,414 803,695

Hedge funds - - 2,857,114 2,857,114

Commodities funds and other investments 5,762 (6,061) 831,182 830,883
Assets not at fair value 518,233
Cash and investments $ 15,023,827
Securities lending collateral, in other

current assets $ — $ 394310 § - 3 394,310
Benefit plan assets, in other

noncurrent assets 210,767 - 35,662 246,429
Interest rate swaps, in other noncurrent assets - 76,650 - 76,650
Investments sold, not yet purchased, in other

noncurrent liabilities — 6,622 - 6,622
Interest rate swaps, included in

other noncurrent liabilities - 194,546 - 194,546
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6. Fair Value Measurements (continued)

For the year ended June 30, 2013, the changes in the fair value of the assets and liabilities
measured using significant unobservable inputs (Level 3) consisted of the following. Level 3
investments of the Alpha Fund are included in transfers in the table below.

U.S.
Government, Corporate
State, and Foreign Private Commodities
Municipal Fixed Asset- Equity and Funds and
Short-term  and Agency Income Backed Equity Real Estate Other Benefit
investments Obligations  Securities  Securities  Securities Funds Hedge Funds Investments Plan Assets
Year Ended
June 30,2013
Beginning balance $ - % 7,437 $ 120,418 §$ 15297 $13,118 § 593,753 $1,887,407 $ 615,813 $ 35,373
Total realized and unrealized
gains (losses):
Includéd in income from
operations - 16 242 10 1,489 - 123 (45) -
Included in nonoperating
gains (losses) 3 " o445 1,059 (227) 170 83,975 220,887 80,222
Included in changes in
net assets - - - - - - 293 27 -
Purchases 169 328,980 122,703 718 188,085 981,414 401,957 44,150
Settlements - - ~ - (25) - - (279)
Sales = (2,238)  (58,928) (17,883) (13,372) (66,836)  (232,198)  (266,889) (41,668)
Transfers into Level 3 235 2,962 - 40 927 3,271 139 12,485
Transfers out of Level 3 - - (3,446) (2,867) - (465) (4,083) (42) (14,399)
Ending balance $ 238 $ 5,829 $ 391,287 $117,033 $ 2,163 $ 799414 $2,857,114 $ 831,182 §$ 35,662
The amount of total gains
or losses for the period
included in nonoperating
gains (losses) attributable
to the changes in
unrealized gains or losses
relating to assets still
held at June 30, 2013 $ 46 $ 342 § (1,682) $ (751) $ 149 § 39300 §$ 234,426 §$ (28,407) $ =

The basis for recognizing and valuing transfers into or out of Level 3, in the Level 3 rollforward,
is as of the beginning of the period in which the transfers occur.
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7. Long-Term Debt

Long-term debt at June 30, 2014 and 2013, is comprised of the following and is presented in
accordance with the specific master trust indenture to which the debt relates. As further
discussed below, certain portions of long-term debt are secured under the Alexian Brothers
Health System Master Trust Indenture; the Mercy Regional Health Center, Inc. Master Trust
Indenture; The Howard Young Medical Center, Inc. Master Trust Indenture; the St. John Health
System Master Trust Indenture; and the Ministry Health Care Master Trust Indenture.

June 30,
2014 2013

Tax-exempt hospital revenue bonds — secured under Ascension Health
Alliance Senior Credit Group Master Trust Indenture:

Variable rate demand bonds, subject to a put provision that

provides for a cumulative 7-month notice and remarketing

period, payable through November 2047; interest (0.12% at

June 30, 2014) tied to a market index plus a spread $ 393,425 § 408,605
Variable rate demand bonds, subject to a 7-day put provision,

payable through November 2039; interest (0.06% June 30,

2014) set at prevailing market rates 224,225 225,665
Variable rate demand bonds, subject to a 7-day put provision,

payable through November 2033; interest (0.06% at June 30,

2014) set at prevailing market rates, swapped to fixed rates of

5.454% and 5.544%, respectively, through maturity 307,300 307,300
Indexed put bonds subject to weekly rate resets based on a taxable

index, payable through November 2046; interest (2.036% at

June 30, 2014) swapped to a variable rate tied to a tax-exempt

market index plus a spread through November 2016 153,800 153,800
Fixed rate put bonds (converted from an indexed put bond mode

based on a taxable index in May 2009) payable through

November 2046; interest (4.10% at June 30, 20 14) swapped to

a variable rate tied to a market index plus a spread through

November 2016 153,690 153,690
Fixed rate serial and term bonds payable in installments through
November 2051; interest at 3.00% to 5.25% 1,154,320 1,207,490

Fixed rate serial and term bonds payable in installments through

November 2039; interest at 5.00% swapped to variable rates

over the life of the bonds 585,290 587,360
Fixed rate serial mode bonds payable through 2047 with purchase

dates ranging from August 2014 through June 2021; interest at

0.90% to 5.00% through the purchase dates 1,221,920 1,224,750
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7. Long-Term Debt (continued)

June 30,
2014 2013

Tax-exempt hospital revenue bonds - unsecured under Ascension
Health Alliance Subordinate Master Trust Indenture:
Variable rate demand bonds, subject to a 7-day put provision,
payable through November 2027; interest (0.06% at June 30,
2014) set at prevailing market rates $ 55,100 $ 56,060
Fixed rate serial mode bonds payable through 2027 with purchase
dates through November 2019; interest at 0.32% to 5.00% 445,435 446,515
Taxable bonds — secured under Ascension Health Alliance Senior
Credit Group Master Trust Indenture:
Taxable fixed rate term bonds payable in installments through
November 2053; interest at 4.847% 425,000 425,000

Total hospital revenue bonds under Senior Master Trust Indenture and
Subordinate Master Trust Indenture 5,119,505 5,196,235

Tax-exempt hospital revenue bonds — secured under Alexian Brothers
Health System Master Trust Indenture:
Fixed rate serial and term bonds payable in installments through
February 2038; interest at 3.50% to 5.50% 153,710 157,000

Total hospital revenue bonds under the Alexian Brothers Health
System Master Trust Indenture 153,710 157,000

Tax-exempt hospital revenue bonds — secured under Mercy Regional
Health Center, Inc. Master Trust Indenture:
Fixed rate serial and term bonds payable in installments through
November 2029; interest at 3.00% to 5.00% 24,040 25,060

Total hospital revenue bonds under the Mercy Regional Health Center,
Inc. Master Trust Indenture 24,040 25,060

Tax-exempt hospital revenue bonds — secured under The Howard
Young Medical Center, Inc. Master Trust Indenture:
Fixed rate serial and term bonds payable in installments through
August 2030; interest at 3.00% to 5.00% 19,185 20,040

Total hospital revenue bonds under The Howard Young Medical
Center, Inc. Master Trust Indenture 19,185 20,040
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Tax-exempt hospital revenue bonds — secured under St. John Health
System Master Trust Indenture:
Fixed rate serial and term bonds payable in installments through
February 2042; interest at 4.00% to 5.00%
Total hospital revenue bonds under the St. John Health System Master
Trust Indenture

Tax-exempt hospital revenue bonds — secured under Ministry Health

Care Master Trust Indenture:
Fixed rate serial and term bonds payable in instaliments through
August 2035; interest at 3.00% to 5.50%

Total hospital revenue bonds under the Ministry Health Care Master
Trust Indenture

Total hospital revenue bonds under the Ascension Health Alliance
Senior Master Trust Indenture; Ascension Health Alliance
Subordinate Master Trust Indenture; the Alexian Brothers Health
System Master Trust Indenture; the Mercy Regional Health Center,
Inc. Master Trust Indenture; The Howard Young Medical Center,
Inc. Master Trust Indenture; St. John Health System Master Trust
Indenture; and Ministry Health Care Master Trust Indenture

Other debt:
Obligations under capital leases
Other

Unamortized premium, net

Less current portion

Less long-term debt subject to short-term remarketing arrangements

Long-term debt, less current portion and long-term debt subject to
short-term remarketing arrangements

1403-1210450

June 30,

2014 2013
407,550 $§ 414,500
407,550 414,500
358,415 368,260
358,415 368.260

6,082,405 6,181,095

30,623 41,957
123,368 113,710

6,236,396 6,336,762
195,579 218,536
(91,532) (89,869)

(1,345,530) (1,187,125)

4,994,913 § 5,278,304
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7. Long-Term Debt (continued)

June 30,
2014 2013

Ascension Health Alliance Senior Master Trust Indenture long-term

debt obligations, including unamortized premium, net $ 3,329,323 § 3,579,334
Ascension Health Alliance Subordinate Master Trust Indenture long-

term debt obligations, including unamortized premium, net 505,843 511,009
Alexian Brothers Health System Master Trust Indenture long-term

debt obligations, including unamortized premium, net 160,965 162,594
Mercy Regional Health Center, Inc. Master Trust Indenture long-term

debt obligations, including unamortized premium, net 25,498 27,258
The Howard Young Medical Center, Inc. Master Trust Indenture long-

term debt obligations, including unamortized premium, net 19,942 20,933
St. John Health System Master Trust Indenture long-term debt

obligations, including unamortized premium, net 429,154 437,503
Ministry Health Care Master Trust Indenture long-term debt

obligations, including unamortized premium, net 381,144 394,781
Other 143,044 144,892
Long-term debt, less current portion, and long-term debt subject to

short-term remarketing arrangements $ 4994913 § 5,278,304

Scheduled principal repayments of long-term debt, considering obligations subject to short-term
remarketing as due according to their long-term amortization schedule, as of June 30, 2014, are

as follows:

Alexian Mercy The Howard
Ascension Brothers Regional Young St. John

Health Health Health Medical Health Ministry
Alliance System Center, Center,Inc. System Health
MTIs MTI1 Inc. MTI MTI1 MTI Care MTI Other Debt Total
Year ending June 30:
2015 $ 59835 $ 340 $ 1,045 $ 875 $ 7,305 $ 11,185 $ 10,947 $ 91,532
2016 50,130 7,485 1,080 910 7,680 11,665 22,513 101,463
2017 65,945 13,130 1,125 945 8,070 12,185 9,200 110,600
2018 69,045 15,655 1,175 975 6,890 12,890 35,710 142,340
2019 85,230 5,735 1,230 1,000 7,230 12,265 8,908 121,598
Thereafter 4,789,320 111,365 18,385 14,480 370.375 298,225 66,713 5,668,863
Total $5,119,505 $ 153,710 $ 24,040 % 19,185 § 407.550 $ 358415 $ 153991 $ 6,236,396
43
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7. Long-Term Debt (continued)

The carrying amounts of variable rate bonds and other notes payable approximate fair value. The
fai values of the unsecured fixed rate serial and term bonds are obtained from independent
public valuation services. The fair value of fixed rate serial and term bonds, including the
component of variable rate demand bonds subject to long-term fixed interest rates, approximates
carrying value at June 30, 2014 and 2013. During the years ended June 30, 2014 and 2013,
interest paid was approximately $223,000 and $170,000, respectively. Capitalized interest was
approximately $5,500 and $5,400 for the years ended June 30, 2014 and 2013, respectively.

Certain members of the System formed the Ascension Health Alliance Credit Group (Senior
Credit Group). Each Senior Credit Group member is identified as either a senior obligated group
member, a senior designated affiliate, or a senior limited designated affiliate. Senior obligated
group members are jointly and severally liable under a Senior Master Trust Indenture (Senior
MTI) to make all payments required with respect to obligations under the Senior MTI and may
be entities not controlled directly or indirectly by the System. Senior designated affiliates and
senior limited designated affiliates are not obligated to make debt service payments on the
obligations under the Senior MTIL. The System may cause each senior designated affiliate to
transfer such amounts as are necessary to enable the obligated group to comply with the terms of
the Senior MTI, including payment of the outstanding obligations. Additionally, each senior
limited designated affiliate has an independent limited designated affiliate agreement and
promissory note with the System with stipulated repayment terms and conditions, each subject to
the governing law of the senior limited designated affiliate’s state of incorporation.

Pursuant to a Supplemental Master Indenture dated February 1, 2005, senior obligated group
members, which are operating entities, have pledged and assigned to the Master Trustee a
security interest in all of their rights, title, and interest in their pledged revenues and proceeds
thereof. :

A Subordinate Credit Group, which is comprised of subordinate obligated group members,
subordinate designated affiliates, and subordinate limited designated affiliates, was created under
the Subordinate Master Trust Indenture (Subordinate MTI). The subordinate obligated group
members are jointly and severally liable under the Subordinate MTI to make all payments
required with respect to obligations under the Subordinate MTI and may be entities not
controlled directly or indirectly by the System. Subordinate designated affiliates and subordinate
limited designated affiliates are not obligated to make debt service payments on the obligations
under the Subordinate MTI. The System may cause each subordinate designated affiliate to
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transfer such amounts as are necessary to enable the obligated group members to comply with
the terms of the Subordinate MTI, including payment of the outstanding obligations.
Additionally, each subordinate limited designated affiliate has an independent subordinate
limited designated affiliate agreement and promissory note with the System, with stipulated
repayment terms and conditions, each subject to the governing law of the subordinate limited
designated affiliate’s state of incorporation.

The unsecured variable rate demand bonds of both the Senior and Subordinate Credit Groups,
while subject to long-term amortization periods, may be put to the System at the option of the
bondholders in connection with certain remarketing dates. To the extent that bondholders may,
under the terms of the debt, put their bonds within 12 months after June 30, 2014, the principal
amount of such bonds has been classified as a current liability in the accompanying Consolidated
Balance Sheets. Management believes the likelihood of a material amount of bonds being put to
the System to be remote. However, to address this possibility, management has taken steps to
provide various sources of liquidity in the event any bonds would be put, including the line of
credit, commercial paper program, and maintaining unrestricted assets as a source of self-
liquidity.

On January 1, 2012, Alexian Brothers became part of the System. Subsequently, the System
redeemed or refinanced a portion of Alexian Brothers’ debt; however, a portion of the bonds
previously issued for the benefit of Alexian Brothers remains outstanding (the Alexian Brothers’
Bonds). The Alexian Brothers’ Bonds continue to be secured by the Alexian Brothers Health
System Master Trust Indenture (As Amended and Restated), dated October 1, 1992, between the
Members of the Alexian Brothers Health System Obligated Group established under this
document and the Alexian Brothers Health System Master Trustee.

On April 1, 2013, Marian Health System joined Ascension Health. Subsequently, the System
redeemed or refinanced a portion of the debt of the Marian Systems; however, a portion of the
bonds previously issued for the benefit of the Marian Systems remains outstanding. These bonds
continue to be secured by the respective Master Trust Indentures, including the Amended and
Restated Master Trust Indenture dated October 1, 1999, by and between St. John Health System
and the St. John Health Master Trustee; the Master Trust Indenture dated October 1, 1984, by
and between Ministry Health Care and the Ministry Health Care Master Trustee; the Master
Trust Indenture dated August 15, 1993, between The Howard Young Medical Center, Inc., a
subsidiary of Ministry Health Care, and The Howard Young Medical Center, Inc. Master
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Trustee; and the Master Trust Indenture dated January 15, 2013, between Mercy Regional Health
Center, Inc. (a subsidiary of Via Christi Health) and the Mercy Regional Health Center, Inc.
Master Trustee.

In June 2013, the System issued a total of $521,865 of tax-exempt bonds, Series 2013A and
2013B, through the Wisconsin issuing authority. In June 2013, the System also issued a total of
$425,000 of taxable bonds, Series 2013A. The proceeds of the bonds, including original issue
premium, were used to refinance debt and general corporate purposes.

Due to aggregate financing activity during the fiscal years ended June 30, 2014 and 2013, losses
on extinguishment of debt of $1,605 and $4,079, respectively, were recorded, which are included
in nonoperating gains (losses) in the accompanying Consolidated Statements of Operations and
Changes in Net Assets.

The System is a party to multiple interest rate swap agreements that convert the variable or fixed
cates of certain debt issues to fixed or variable rates, respectively. See the Derivative Instruments
note for a discussion of these derivatives.

As of June 30, 2014, the Senior Credit Group has a line of credit of $1,000,000 which may be
used as a source of funding for unremarketed variable debt (including commercial paper) or for
general corporate purposes, towards which bank commitments totaling $1,000,000 extend to
November 9, 2014. As of June 30, 2014 and 2013, there were no borrowings under the line of
credit.

As of June 30, 2014, the Senior Credit Group has a $75,000 revolving line of credit related to its
letters of credit program toward which a bank commitment of $75,000 extends to November 26,
2014. The revolving line of credit may be accessed solely in the form of Letters of Credit issued
by the bank for the benefit of the members of the Credit Groups. Of this $75,000 revolving line
of credit, letters of credit totaling $57,455 have been issued as of June 30, 2014. No borrowings
were outstanding under the letters of credit as of June 30, 2014 and 2013.
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8. Derivative Instruments

The System uses interest rate swap agreements to manage interest rate risk associated with its
outstanding debt. Interest rate swaps with varying characteristics are outstanding under the
Master Trust Indentures of the System, Alexian Brothers, Ministry Health Care, and St. John
Health. These swaps have historically been used to effectively convert interest rates on variable
rate bonds to fixed rates and rates on fixed rate bonds to variable rates. At June 30, 2014 and
2013, the notional values of outstanding interest rate swaps were as follows:

June 30,
2014 2013
Ascension Health Alliance MTI $ 2,128,757 $ 2,128,757
Alexian Brothers Health System MTI 39,220 47,220
Ministry Health Care MTI 192,950 270,880
St. John Health System MTI 100,000 125,000
Total $ 2,460,927 $ 2,571,857

The System recognizes the fair value of its interest rate swaps in the Consolidated Balance
Sheets as assets, recorded in other noncurrent assets, or liabilities, recorded in other noncurrent
liabilities, as appropriate. The respective fair values of interest rate swaps in an asset and liability
position for the System, Alexian Brothers, Ministry Health Care and St. John Health were as
follows:

June 30, 2014 June 30, 2013
Asset Liability Asset Liability
Ascension Health Alliance MTI $ 66981 $ 169,031 $ 73,846 $ 174,413
Alexian Brothers Health System MTI - 1,934 — 2,685
Ministry Health Care MTI 2,902 17,938 2,804 16,492
St. John Health System MTI - 756 — 956
Total $ 69,883 §$§ 189,659 $ 76,650 § 194,546
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The System’s interest rate swap agreements include collateral requirements for each counterparty
under such agreements, based upon specific contractual criteria, subject to master netting
arrangements. Collateral requirements are separately calculated for the System, Alexian
Brothers, Ministry Health Care, and St. John Health based on the credit ratings of each. In the
case of the System, the applicable credit rating is the Senior Credit Group long-term debt credit
ratings (Senior Debt Credit Ratings), as obtained from each of two major credit rating agencies.
Credit rating and the net liability position of total interest rate swap agreements outstanding with
each counterparty determine the amount of collateral to be posted. Collateral and net fair value of
interest rate swap agreements with credit-risk-related contingent features at June 30, 2014 and
2013, based upon the respective net liability positions and applicable credit ratings were as
follows:

June 30,2014 June 30, 2013
Net Fair  Collateral Net Fair Collateral
Value Posted Value Posted
Ascension Health Alliance MTI $ (102,050) $ - $(100,567) $ -
Alexian Brothers Health System MTI (1,934) - (2,685) -
Ministry Health Care MTI (15,036) 16,218 (13,688) 23,024
St. John Health System MTI (756) - (956) -
Total $(119,776) $ 16,218 $(117,896) $ 23,024

Prior to July 1, 2006, the System designated certain of its interest rate swaps as cash flow hedges,
for accounting purposes, and accordingly deferred gains or losses associated with those swaps in
net assets. As of June 30, 2014, the deferred net gain associated with these interest rate swaps
was $4,054. The portion of this gain that will be reclassified into nonoperating gains (losses)
over the next 12 months is immaterial.

Beginning July 1, 2006, the System’s previously designated cash flow hedging relationships
were de-designated for accounting purposes. Accordingly, all changes in the fair value of interest
rate swaps have been recognized in nonoperating gains (losses) in the accompanying
Consolidated Statements of Operations and Changes in Net Assets. A net nonoperating gain of
$1,752 was recognized for the year ended June 30, 2014, while a net nonoperating loss of
$61,651 was recognized for the year ended June 30, 2013.
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9. Retirement Plans
Defined-Benefit Plans

Certain System entities participate in defined-benefit pension plans (the System Plans), which
are noncontributory, defined-benefit pension plans covering substantially all eligible employees
of certain System entities. Benefits are based on each participant’s years’ of service and
compensation. All of the System Plans’ assets are invested in Trusts, which include the Master
Pension Trust (the Trust) and other trusts (the Other Trusts). The System Plans’ assets primarily
consist of cash and cash equivalents, equity, fixed income funds, and alternative investments,
consisting of various hedge funds, real estate funds, private equity funds, commodity funds,
private credit funds, and certain other private funds. Contributions to the System Plans are based
on actuarially determined amounts sufficient to meet the benefits to be paid to participants.

During previous fiscal years, the System approved and communicated to employees a redesign of
associate retirement benefits, which affects certain System Plans, as well as provides an
enhanced comprehensive defined contribution plan. This redesign resulted in the recognition of a
curtailment gain of $73,198, for the year ended June 30, 2013, which was recognized in total
impairment, restructuring, and nonrecurring losses, net for the year ended June 30, 2013. This
redesign resulted in a decrease to the projected benefit obligation and is included in pension and
other postretirement liabilities in the Consolidated Balance Sheets.

The assets of the System Plans are available to pay the benefits of eligible employees and retirees
of all participating entities. In the event entities participating in the System Plans are unable to
fulfill their financial obligations under the System Plans, the other participating entities are
obligated to do so.
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The following table sets forth the combined benefit obligations and assets of the System Plans at
June 30, 2014 and 2013, components of net periodic benefit costs for the years then ended, and a

reconciliation of the amounts recognized in the accompanying consolidated financial statements.

Year Ended June 30,

2014 2013
Change in projected benefit obligation:

Projected benefit obligation at beginning of year '§ 7,201,780 $ 6,437,246
Service Cost 51,176 119,018
Interest Cost 343,781 289,634
Amendments 290 (12,792)
Assumption change 408,908 (363,778)
Actuarial (gain) loss 55,623 (28,641)
Business combinations - 1,137,270
Curtailment (4,193) (74,962)
Benefits paid (365,406) (301,215)

Projected benefit obligation at end of year 7,691,959 7,201,780
Accumulated benefit obligation at end of year 7,649,965 7,155,166
Change in plan assets:

Fair value of plan assets at beginning of year 6,742,384 5,992,677
Actual return on plan assets 1,046,540 121,715
Employer contributions 41,597 54,541
Business combinations — 874,666

Benefits paid (365,406) (301,215)

Fair value of plan assets at end of year 7,465,115 6,742,384

Net amount recognized at end of year and funded status  $  (226,844) $ (459,396)

The System Plans’ funded status as a percentage of the projected benefit obligation at June 30,
2014 and 2013, was 97.1% and 93.6%, respectively. The System Plans’ funded status as a
percentage of the accumulated benefit obligation at June 30, 2014 and 2013, was 97.6% and
94 2%, respectively.
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9. Retirement Plans (continued)

Included in unrestricted net assets at June 30, 2014 and 2013, are the following amounts that
have not yet been recognized in net periodic pension cost for the System Plans:

Year Ended June 30,

2014 2013
Unrecognized prior service credit $ (17,348) $ (23,080)
Unrecognized actuarial loss . 330,938 364,739

$ 313,590 $ 341,659

Changes in plan assets and benefit obligations recognized in unrestricted net assets for System
Plans during 2014 and 2013 include:

Year Ended June 30,

2014 2013
Current year actuarial gain $ 27,867) $ (87,934)
Amortization of actuarial (gain) loss (5,934) 19,725
Current year prior service cost (credit) 290 (12,792)
Amortization of prior service credit 5,442 5,944

$ (28,069) $ (75,057)

Year Ended June 30,

2014 2013

Components of net periodic benefit cost

Service cost $ 51,176 $ 119,018
Interest cost 343,781 289,634
Expected return on plan assets (558,335) (500,497)
Amortization of prior service credit 4,017) (6,242)
Amortization of actuarial loss 7,709 53,783
Curtailment gain (1,426) (73,198)
Settlement gain (1,774) (12)
Net periodic benefit cost $ (162,886) § (117,514)
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9. Retirement Plans (continued)

The prior service credit and actuarial gain included in unrestricted net assets and expected to be
recognized in net periodic pension cost during the year ending June 30, 2015, are $4,000 and
$24,955, respectively.

The assumptions used to determine the benefit obligation and net periodic benefit cost for the
System Plans are set forth below:

June 30,
2014 2013
Weighted-average discount rate 4.35% 4.88%
Weighted-average rate of compensation increase 3.81% 3.81%
Weighted-average expected long-term rate of
return on plan assets 8.30% 8.30%

The System Plans’ assets invested in the Trust are invested in a portfolio designed to protect
principal and obtain competitive investment returns and long-term investment growth, consistent
with actuarial assumptions, with a reasonable and prudent level of risk. Diversification is
achieved by allocating to funds and managers that correlate to one of three economic strategies:
growth, deflation, and inflation. Growth strategies include U.S. equity, emerging market equity,
global equity, international equity, directional hedge funds, private equity, high yield, and private
credit. Deflation strategies include core fixed income, absolute return hedge funds, and cash.
Inflation strategies include inflation-linked bonds, commodity-related investments, and real
assets. The System Plans use multiple investment managers with complementary styles,
philosophies, and approaches. In accordance with the System Plans’ objectives, derivatives may
also be used to gain market exposure in an efficient and timely manner.
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9. Retirement Plans (continued)

In accordance with the System Plans’ asset diversification targets, as presented in the table that
follows, the Trust holds certain alternative investments, consisting of various hedge funds, real
asset funds, private equity funds, commodity funds, private credit funds, and certain other private
funds. These investments do not have observable market values. As such, each of these
investments is valued at net asset value as determined by each fund’s investment manager, which
approximates fair value. The fair value of the System Plans’ alternative investments in the Trust
as of June 30, 2014, is reported in the fair value measurement table that follows. Collectively,
these funds have liquidity terms ranging from daily to annual with notice periods ranging from
1 to 180 days. Due to redemption restrictions, investments of certain private funds, whose fair
value was approximately $1,313,000 at June 30, 2014, cannot be redeemed. However, the
potential for the System Plans to sell their interest in real asset funds and private equity funds in
a secondary market prior to the end of the fund term does exist.

The investments in these alternative investment funds may also include contractual commitments
to provide capital contributions during the investment period, which is typically five years, and
may extend to the end of the fund term. During these contractual periods, investment managers
may require the System Plans to invest in accordance with the terms of the agreement.
Commitments not funded during the investmient period will expire and remain unfunded. As of
June 30, 2014, investment periods expire between July 2014 and March 2018. The remaining
unfunded capital commitments of the Trust total approximately $416,000 for 62 individual
contracts as of June 30, 2014.

The weighted-average asset allocation for the System Plans in the Trust at the end of fiscal 2014
and 2013 and the target allocation for fiscal 2015, by asset category, are as follows:

Target Percentage of Plan Assets

Allocation At Year-End
Asset Category 2015 2014 2013
Growth 50% 53% 52%
Deflation 30 29 29
Inflation 20 18 19
Total 100% 100% 100%
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9. Retirement Plans (continued)

The System Plans’ assets in the Other Trusts are invested in portfolios designed to best serve the
participants of the System Plans’ through a long-term investment strategy designed to ensure that
funds are available to pay benefits as they become due and to maximize the total return at a
prudent level of investment risk. The System Plans’ assets invested in the Other Trusts are
diversified among various assets classes based upon established investment guidelines.

Target Percéntage of Plan Assets

Allocation At Year-End
Asset Category 2015 2014 2013
Cash 1% 1% 6%
Growth 62 67 61
Income 32 28 25
Other 5 4 8
Total 100% 100% 100%
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9. Retirement Plans (continued)

The following tables summarize fair value measurements at June 30, 2014 and 2013, by asset
class and by level, for the System Plans’ assets and liabilities. As also discussed in the Fair Value
Measurements note, the System follows the three-level fair value hierarchy to categorize plan
assets and liabilities recognized at fair value, which prioritizes the inputs used to measure such
fair values. The inputs and valuation techniques discussed in the Fair Value Measurements note
also apply to the System Plans’ assets and liabilities as presented in the following tables.

Level 1 Level 2 Level 3 Total

June 30,2014
Short-term investments $ 191,495 $ 399 § - 8 191,894
Derivatives receivable i 15,245 19,404 34,656
U.S. government, state, municipal

and agency obligations - 1,704,131 - 1,704,131
Corporate and foreign fixed

income securities — 673,696 47,850 721,546
Asset-backed securities - 232,484 24,080 256,564
Equity securities 1,649,136 395,372 3,045 2,047,553
Alternative investments and other investments:

Private equity and real estate funds == — 909,980 909,980

Hedge funds - — 1,448,274 1,448,274

Commodities funds and other investments = - 295563 295,563
Assets not at fair value 154,023
Total 7,764,184
Derivatives payable 26 160,907 2,980 163,913
Investments sold, not yet purchased 1,555 - - 1,555
Liabilities not at fair value 133,601
Total 299,069
Fair value of plan assets $ 7,465,115
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9. Retirement Plans (continued)

Level 1 Level 2 Level 3 Total

June 30,2013
Short-term investments $ 324803 §$§ 20331 § - 3 345,134
Derivatives receivable 1,078 337 21,059 22,474
U.S. government, state, municipal

and agency obligations - 1,671,493 1,266 1,672,759
Corporate and foreign fixed

income securities 25,843 566,812 53,729 646,384
Asset-backed securities - 226,920 22,838 249,758
Equity securities 1,317,933 18,741 2,936 1,339,610
Alternative investments and other investments:

Private equity and real estate funds - - 747,864 747,864

Hedge funds 34,708 - 1,452,190 1,486,898

Commodities funds and other investments - 316,971 271,282 588,253
Assets not at fair value 334,875
Total 7,434,009
Derivatives payable 68 300 248,988 249,356
Investments sold, not yet purchased 3,794 1 — 3,723
Liabilities not at fair value 438,546
Total 691,625
Fair value of plan assets $ 6,742,384
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9. Retirement Plans (continued)

For the years ended June 30, 2014 and 2013, the changes in the fair value of the System Plans’
assets measured using significant unobservable inputs (Level 3) consisted of the following:

June 30,2014

Beginning balance

Total actual return on assets
Purchases, issuances, and settlements
Transfers into (out of) Level 3
Ending balance

Actual return on plan assets relating to
plan assets still held at June 30, 2014

June 30,2013

Beginning balance

Acquisitions

Total actual return on assets
Purchases, issuances, and settlements
Transfers into (out of) Level 3
Ending balance

Actual return on plan assets relating to
plan assets still held at June 30, 2013

1403-1210450

u.s.
Government, Corporate Private

State, and Foreign Equity and Commodities

‘Municipal Fixed Asset- Real Funds and

Net and Agency Income Backed Equity Estate Hedge Other

Derivatives Obligations Securities Securities Securities Funds Funds Investments
$(227,929) $ 1,266 $ 53,729 $ 22,838 $ 2,936 §747,864 $1,452,190 $ 271,282
123,117 23 5,784 1,182 353 70,779 105,507 21,672
(108,811) (1,289) (9,038) 16,599 (351) 91,337 (109,423) 2,609
230,047 - (2,625)  (16,539) 107 - — —

§ 16424 8 — § 47,850 $ 24,080 $ 3,045 $909980 §1,448274 5 295,563
$ 16,515 8 - § 2,823 $ 869 § 555 $ 56,528 $ 146,882 §  (20,343)

U.S.
Government, Corporate Private

S tate, and Foreign Equity and Commodities

Municipal Fixed Asset- Real Funds and

Net and Agency Income Backed Equity Estate Hedge Other
Derivatives Obligations Securities Securities Securities Funds Funds Investments
$ 8174 $ 1,903 $ 28308 $ 14243 $ 1,514 $546,165 $1,187,124 $ 282,320
- - - - - 37,048 - 9,994
(154,133) 130 (171) (89) 5 54,153 147,977 (21,032)
(122,486) (767) 31,994 20,384 1,417 98,174 156,513 =
40,516 — (6,402) (11,700) - 12,324 (39,424) -
$(227,929) % 1,266 % 53.720 § 22,838 § 2936 % 747,864 §1.452,190 § 271 282
$(280,606) $ 59 $ (2,202) $ (115) $ 227 $ 54968 $ 147,248 $  (21,024)
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9. Retirement Plans (continued)

The Trust has entered into a series of interest rate swap agreements with a net notional amount of
$2,958,450. The combined targeted duration of these swaps and the Trust’s fixed income
investments approximates the duration of the liabilities of the Trust. Currently, 75% of the dollar
duration of the liability is subject to this economic hedge. The purpose of this strategy is to
economically hedge the change in the net funded status for a significant portion of the liability
that can occur due to changes in interest rates.

The expected long-term rate of return on the System Plans’ assets is based on historical and
projected rates of return for current and planned asset categories in the investment portfolio.
Assumed projected rates of return for each asset category were selected after analyzing historical
experience and future expectations of the returns and volatility for assets of that category using
benchmark rates. Based on the target asset allocation among the asset categories, the overall
expected rate of return for the portfolio was developed and adjusted for historical and expected
experience of active portfolio management results compared to benchmark returns and for the
effect of expenses paid from plan assets.

Information about the expected cash flows for the System Plans follows:

Expected employer contributions 2015 $ 41,714

Expected benefit payments:
2015 502,046
2016 478,701
2017 494,566
2018 ) 502,342
2019 506,546
2020-2024 2,499,041

The contribution amount above includes amounts paid to Trusts. The benefit payment amounts
above reflect the total benefits expected to be paid from Trusts.
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9. Retirement Plans (continued)
Other Postretirement Benefit Plans

In addition to the retirement plan described above, certain Health Ministries sponsor
postretirement benefit plans that provide healthcare benefits to qualified retirees who meet
certain eligibility requirements. The total benefit obligation of these plans at June 30, 2014 and
2013, is $44,473 and $45,308, respectively. The net asset included in pension and other
postretirement liabilities in the accompanying Consolidated Balance Sheets at June 30, 2014, is
$756, while the net obligation included in ‘pension and other postretirement liabilities in the
accompanying Consolidated Balance Sheets at June 30, 2013, is $6,624. The change in the plans’
assets and benefit obligations recognized in unrestricted net assets during the year ended June 30,
2014, was a decrease of $1,471.

Defined-Contribution Plans

System entities participate in contributory and ‘noncontributory defined-contribution plans
covering all eligible associates. There are three primary types of contributions to these plans:
employer automatic contributions, employee contributions, and employer matching
contributions. Benefits for employer automatic contributions are determined as a percentage ofa
participant’s salary and, for certain entities, increases over specified periods of employee service.
These benefits are funded annually, and participants become fully vested over a period of time.
Benefits for employer matching contributions are determined as a percentage of an eligible
participant’s contributions each payroll period. These benefits are funded each payroll period,
and participants become fully vested in these employer contributions immediately. Expenses for
the defined-contribution plans were $280,223 and $193,856 during 2014 and 2013, respectively.
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10. Self-Insurance Programs

Certain System hospitals and other entities participate in pooled risk programs to insure
professional and general liability risks and workers’ compensation risks to the extent of certain
self-insured limits. In addition, various umbrella insurance policies have been purchased to
provide coverage in excess of the self-insured limits. The System provides its self-insurance
through various trust funds and captive insurance companies. Actuarially determined amounts,
discounted at 6% for the System, are contributed to the trust funds and the captive insurance
companies to provide for the estimated cost of claims. The loss reserves recorded for estimated
self-insured professional, general liability, and workers® compensation claims include estimates
of the ultimate costs for both reported claims and claims incurred but not reported, which are
discounted at 6% in 2014 and 2013 for the System. Those entities not participating in the self-
insured programs are insured under separate policies.

Professional and General Liability Programs

Professional and general liability coverage is provided on a claims-made or occurrence basis
through a wholly owned onshore trust and through AHIL.

The wholly owned onshore trust has a self-insured retention of $10,000 per occurrence with no
aggregate. Excess coverage is provided through AHIL with limits up to $205,000. AHIL retains
$5,000 per occurrence and $5,000 annual aggregate for professional liability. AHIL also retains a
20% quota share of the first $25,000 of umbrella excess. The remaining excess coverage is
reinsured by commercial carriers.

Sunflower Assurance, Inc. (Sunflower) was acquired when Marian Health System joined the
System. Sunflower provided excess coverage with limits up to $75,000 above the primary
coverage for Via Christi Health and retained 10% of the first reinsurance layer of $10,000 on a
quota share basis. The remaining excess coverage was reinsured by commercial carriers, As of
October 1, 2013, Via Christi’s primary and excess medical professional and general liability and
employed physician programs were integrated into the System trust and AHIL. After January 1,
2014, the employer stop loss and employee life insurance coverage provided by Sunflower to
Via Christi were not renewed and are in run off.
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10. Self-Insurance Programs (continued)

Self-insured entities in the states of Indiana, Kansas, Pennsylvania, and Wisconsin are provided
professional liability coverage with- limits in compliance with participation in the Patient
Compensation Funds. The Patient Compensation Funds apply to claims in excess of the primary
self-insured limit, except the Fund in Kansas, which only covers claims up to the first $1,000 and
then the trust and AHIL cover amounts above $1,000.

Included in operating expenses in the accompanying Consolidated Statements of Operations and
Changes in Net Assets is professional and general liability expense of $99,568 and $68,437 for
the years ended June 30, 2014 and 2013, respectively. Included in current and long-term self-
insurance liabilities on the accompanying Consolidated Balance Sheets are professional and
general liability loss reserves of $604,846 and $614,913 at June 30, 2014 and 2013, respectively.

.AHIL also offers physician professional liability coverage through insurance or reinsurance
arrangements to nonemployed physicians practicing at the System’s various facilities, primarily
in Michigan, Indiana, Texas, Florida and Illinois. Coverage is offered to physicians with limits
ranging from $100 per claim to $1,000 per claim with various aggregate limits. Beginning
October 1, 2013, AHIL offered similar coverage to employed physicians from Marian Health
System in Kansas and Wisconsin.

Edessa Insurance Company Ltd. (Edessa) was acquired as part of the Alexian Brothers business

combination effective January 1, 2012. Effective July 1, 2012, the self-insurance programs of
Edessa were consolidated into AHIL, and Edessa ceased operations.

1403-1210450 61



157

Ascension

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

10. Self-Insurance Programs (continued)
Workers’ Compensation

Workers’ compensation coverage is provided on an occurrence basis through a grantor trust. The
self-insured trust provides coverage up to $1,500 per occurrence with no aggregate. The trust
provides a mechanism for funding the workers’ compensation obligations of its members. Prior
to October 1, 2013, workers’ compensation coverage for Marian Health System was self-insured
or commercially insured up to various limits and excess insurance against catastrophic loss was
obtained through commercial insurers. As of October 1, 2013, the Marian Systems are provided
coverage under the self-insured trust. Premium payments made to the trust are expensed and
represent claims reported and claims incurred but not reported.

Included in operating expenses in the accompanying Consolidated Statements of Operations and
Changes in Net Assets is workers’ compensation expense of $42,052 and $41,699 for the years
ended June 30, 2014 and 2013, respectively. Included in current and long-term self-insurance
liabilities on the accompanying Consolidated Balance Sheets are workers’ compensation loss
reserves of $114,237 and $137,825 at June 30, 2014 and 2013, respectively.
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11. Lease Commitments

Future minimum payments under noncancelable operating leases with terms of one year or more
are as follows:

Year ending June 30:

2015 $ 188,138
2016 172,635
12017 138,931
2018 104,991

© 2019 75,410
Thereafter 209,295
Total ' $ 889,400

Certain System entities are lessees under operating lease agreements for the use of space in
buildings owned by third parties, including medical office buildings (MOBs) and medical and
information technology equipment. In addition, certain System entities have subleased space
within buildings where the entity has a current operating lease commitment. Certain System
entities are also lessors under operating lease agreements, primarily ground leases related to
third-party-owned MOBs on land owned by the System entity. '
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11. Lease Commitments (continued)

The System’s future minimum noncancelable payments associated with operating leases where a
System entity is the lessee, as well as future minimum noncancelable receipts associated with
operating leases where a System entity is the sublessor or lessor, are presented in the table that
follows. Future minimum payments and receipts relate to noncancelable leases with terms of one
year or more.

Future Future Receipts
Payments Where the
Where the System is Net Future
System is Sublessor/ Payments
Lessee Lessor (Receipts)
Year ending June 30:
2015 ‘s 188,138 $ 50,118 $ 138,020
2016 172,635 41,175 131,460
2017 138,931 32,104 106,827
2018 104,991 26,333 78,658
2019 75,410 20,626 54,784
Thereafter 209,295 300,833 (91,538)
Total “$ 889400 $ 471,189 $ 418211

Rental expense under operating leases amounted to $391,928 and $347,087 in 2014 and 2013,
respectively.

12. Contingencies and Commitments

The System is involved in litigation and regulatory investigations arising in the ordinary course
of business. Regulatory investigations also occur from time to time. In the opinion of
management, after consultation with legal counsel, these matters are expected to be resolved
without material adverse effect on the System’s Consolidated Balance Sheet.

In March 2013, the System and some of its subsidiaries were named as defendants to litigation
surrounding the Church Plan status of its System Plans. On May 9, 2014, the United States
District Court, Eastern District of Michigan, Southern Division, issued its Decision and Order
Granting Defendants’ Motion to Dismiss, which effectively dismissed the case against the
System. On June 11, 2014, the plaintiff in the case filed a Notice of Appeal, and the appeal is
pending. Regardless of the outcome of such appeal, the System does not believe that this matter
will have a material adverse effect on the System’s financial position or results of operations.
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12. Contingencies and Commitments (continued)

In September 2010, Ascension Health received a letter from the U.S. Department of Justice
(the DOJ) in connection with its nationwide review to determine whether, in certain cases,
implantable cardioverter defibrillators (ICD) were provided to certain Medicare beneficiaries in
accordance with national coverage criteria. In connection with this nationwide review, identified
System hospitals are reviewing applicable medical records and responding to the DOJ. The
DOJ’s investigation spans a time frame beginning in 2003 and extending through the present
time. To date, four System hospitals have entered into settlements with the DOJ and the System
is having settlement discussions with the DOJ regarding two other System hospitals subject to
the ICD investigation.

The System enters into agreements with non-employed physicians that include minimum
revenue guarantees. The terms of the guarantees vary. The carrying amounts of the liability for
the System’s obligation under these guarantees were $37,623 and $44,553 at June 30, 2014 and
2013, respectively, and are included in other current and noncurrent liabilities in the
accompanying Consolidated Balance Sheets. The maximum amount of future payments that the
System could be required to make under these guarantees is approximately $95,700.

The System entered into agreements with sponsors for support through January 2017. The
System’s obligation under these agreements totals $31,000 at June 30, 2014, and is included in
other current and noncurrent liabilities in the accompanying Consolidated Balance Sheet.

The System entered into Master Service Agreements for information technology services
provided by third parties. The maximum amount of future payments that the System could be
required to make under these agreements is approximately $190,700.

Guarantees and other commitments represent contingent commitments issued by Ascension
Health Alliance Senior and Subordinate Credit Groups, generally to guarantee the performance
of an affiliate to a third party in borrowing arrangements such as commercial paper issuances,
bond financing, and other transactions. The terms of guarantees are equal to the terms of the
related debt, which can be as long as 26 years. The following represents the remaining
guarantees and other commitments of the Senior and Subordinate Credit Groups at June 30,
2014:

Hospital de la Concepcidon 2000 Series A debt guarantee $ 29,240
St. Vincent de Paul Series 2000A debt guarantee 28,300
Other guarantees and commitments 36,200

1403-1210450 65



161

Supplementary Information

1403-1210450



162

Ernst & Young LLP Tel: +1 314 290 1000
The Plaza in Clayton Fax: +1 314290 1882
Suite 1300 ey.com

190 Carondelet Plaza
Building a better ) )
working world St. Louis, MO 63105-3434

Report of Independent Auditors on Supplementary Information

The Board of Directors
Ascension Health Alliance d/b/a Ascension

Our audits were conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The accompanying Schedule of Net Cost of Providing Care of Persons
Living in Poverty and Community Benefit Programs, the Details of Consolidated Balance
Sheets, and the Details of Consolidated Statements of Operations and Changes in Net Assets are
presented for purposes of additional analysis and is not a required part of the financial
statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial
-statements. The information has been subjected to the auditing procedures applied in the audits
""fof the consolidated financial statements and certain additional procedures, including comparing
'. and reconc1lmg such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States. In our
opinion, the information is fairly stated, in all material respects, in relation to the financial

statements as a whole.
éﬂfmﬂt ¥ MLLP

September 11, 2014
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Schedule of Net Cost of Providing Care of Persons

Living in Poverty and Other Community Benefit Programs
(Dollars in Thousands)

Years Ended June 30, 2014 and 2013

The net cost of providing care to persons living in poverty and other community benefit
programs is as follows:

Year Ended June 30,
2014 2013

Traditional charity care provided $ 580,606 $ 524,605
Unpaid cost of public programs for persons '

living in poverty 641,981 488,959
Other programs for persons living in poverty

and other vulnerable persons 117,990 89,923
Community benefit programs 480,866 383,583
Care of persons living in poverty and other community

benefit programs $ 1,821,443 $ 1,487,070
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(Dollars in Thousands)

June 30, 2014

Consolidated Ascension

Consolidated less Health Ministries C lidated C lidated C lidated C lidated
Ascension Pr ted Reclussification  Arlington Heights  Baltimore _ Birmingham Flint
Assets
Cuitent assets:
Cash and cash equivalents $ 618418 § 351470 $ - 8 ! 3940 3 0,161 $ 15,119 § 7,313
Short-term investments 109,081 51,860 - 5,497 - 29 500
Accounts receivable, less allowances for
uncotlectible accounts ($1,260,407 in 2014) 2,419,616 1,165,698 - 120,498 57,963 72,165 46,071
Inventories 332,739 157,232 - 16,787 7,727 12,067 5,764
Due from brokers 343,757 343,757 - - - - -
Estimated third-party payor settlements 236,559 150,491 445 - 5,166 4,297
Other 562,367 328,739 - 12,235 14,064 12,297 7,014
Total current assets 4,622,537 2,549,247 - 159,402 89,915 116,843 70,959
Long-term investments 15,327,255 9,009,634 6,041,614 19,694 16,877 18,693 844
Interest in investments held by
Ascension - - (6,041,614) 369,491 202,929 195,012 177,644
Property and equipment, net 8,410,629 4,076,941 - 692,474 230,893 343,331 153,306
Other assets:
Investment in unconsolidated entities 649,888 321,157 - 5,163 16,496 9,609 15,382
Capitalized software costs, net 778,705 504,301 - 9,354 2,184 1,022 12,740
Other . 1,509,849 947,716 - 18,163 18,548 12,989 15,686
Total other assets 2,938,442 1,773,174 - 32,680 37,228 23,620 43,808
Total assets 3 31298863 § 17408996 _§ e 1,273,741 8 ST?& $ 697499 8 446,561

68
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Consolidated
Consolidated  Consolidated  Consolidated  Consolidated  Consolidated  Consolidated  Saginawand  Consolidated  Consolidated T
Indi Kal. Lewiston Milwaukee Mobile Nashville Tawas Waco Washington D.C, Wichita

$ 71,988 $ 9,502 $ 3519 § 2973 $ 6126 $ 19242 § 1,118 § 1,43 14,740 8 83,773
24,088 = 552 - - 86 12,221 2,717 = 11,531

371,346 68,915 25,177 87,669 31,049 142,291 34,001 43,049 26,004 127,720

46,718 7,899 3,247 11,453 5,708 18,863 6,615 4,621 3,023 25,015

18,433 8,752 - 742 - 13,615 5,634 12,779 2,751 13,454

64,905 10,022 2,410 16,151 7.662 27322 12,027 3,040 6,158 38,321

603,478 105,090 34,905 118,988 50,545 221,419 81,616 67,640 52,676 299,814

103,181 24,353 319 18,480 4,371 46,681 8,329 530 3,798 9,857
2,743,942 113,811 69,863 128,250 180,136 675,612 283,610 173,750 (4,050) 731,614
628,940 179,507 43,596 612,917 65,489 470,030 102,627 99,028 59,678 651,872

82,229 16,199 - 25,717 898 37,176 13,301 11,333 3,071 92,097

72,537 720 2,686 31,732 5,130 38,015 17,873 2,832 13,842 63,737

241,900 14,579 15,963 31,164 18,990 53,226 22,549 12,447 19,729 66,200

396,666 31,498 18,649 88,673 25,018 128417 53,723 26,612 36,642 222,034

$ 4476207 & 454259 § 167332 § 967308 § 325559 % 1,542,159 § 529905 § 367560 § 148,744 § 1,915,191
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Details of Consolidated Balance Sheet (continued)

Liabilities and net assets
Current liabilities:
Current portion of long-term debt

Long-term debt subject to short-term remarketing arrangements

Accounts payable and accrued liabilities
Estimated third-party payor settlements
Due to brokers
Current portion of self-insurance liabilities
Other

Total current liabilities

Noncurrent liabilities: )
Long-term debt (senior and subordinated)
Self-insurance liabilities
Pension and other postretirement liabilities
Other

: Total noncurrent liabilities

Total liabilities

Net assets:
Unrestricted
Controlling interest
Noncontrolling interests
Unrestricted net assets

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets
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Ascension

(Dollars in Thousands)

June 30, 2014

Consolidated Ascension

Consolidated less Health Ministries C lidated C lidated C lidated C lidated
As i Pr 1 Arlington Heights . Baltimore _ Birmingham Flint

$ 91,532 § 45,503 § 4916 $ 1,120 $ 1,656 $ 4,162
1,345,530 1,345,530 - - - -
2,293,663 1,424,604 90,893 45,091 53,443 45,326
450,054 199,336 80,106 80 27,284 7,961
332,169 332,171 - - - -
226,856 179,459 5,466 2,292 1,139 2,441
274,645 119,014 8877 10,650 13,607 2,399
5,014,449 3,645,617 190,258 59,233 97,129 62,289
4,994,913 1,883,940 476,212 77,150 114,106 286,710
541,859 487,284 21,900 2,182 3,246 3,035
428,679 272,905 14,296 - 473 35
1,343,826 960,998 57,173 9,976 67,130 6,008
7,309,277 3,605,127 569,581 £9,308 184,955 295,878
12,323,726 7,250,744 759,839 148,541 282,084 358,167
16,736,190 8,210,953 504,728 421,417 401,934 84,594
1,656,106 1,568,493 {507) — 1,158 —
18,392,296 9,779,446 504,221 421417 403,092 84,594
391,226 226,244 8,979 7,419 10,836 3,254
191,615 152,562 702 465 1,487 546
18,975,137 10,158,252 513,902 429,301 415415 B8.394
$ 31298863 $ 1740899 $ 1273741 § 577842 § 697499 $ 446,561
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Consolidated
C Ldated C 1 Adatad C LAdated 1 2adad C Ddated C v Aatad Q. g and C Bdated C pAotad C Ldated
Indiann Kalamazoo Lewiston Milwaukee Maobile Nashville Tawas Waco Washington D.C. Wichita
$ 6,655 $ 2341 $ 378 § 4,531 $ 1,004 § 6,629 $ 1992 § 742 % 906 § 8,997
199,375 48212 10,409 36,411 16,191 92,926 26,072 20,943 30,289 153,478
71,731 12,350 5,605 433 2,299 16,713 9,768 1,202 9,993 5,193
- - - = - @) = - = -
8,893 1,352 480 2,370 493 10,118 1,454 595 995 9,309
6d 347 434 997 12,035 7,260 20,968 1,560 7,159 2022 3,316
351,001 64,689 17,869 55,780 27,247 147,352 40,846 30,641 44,205 180,293
458,502 161,280 26,028 312,163 69,202 401,397 124,862 51,093 62,439 489,829
= 3,110 144 6 1,627 2,997 1,703 2,057 2,568 10,000
81,706 47,431 - - 53 6,219 - 5,561 - -
79,903 23,370 2,403 22,591 11,896 28,595 7.970 9409 6,850 49 464
620,111 235,191 28,575 334,760 82,778 439,208 134,535 (8,120 71,857 549,293
971,112 299,880 46,444 390,540 110,025 586,560 175,381 98,761 116,062 729,586
3,380,925 148,782 120,569 558,288 213,522 916,688 345,694 265,674 27,991 1,134,431
47,716 - - - - 7379 - = = 31,867
3,428,641 148,782 120,569 558,288 213,522 924,067 345,694 265,674 27,991 1,166,298
57,415 5,300 319I 12,676 2,012 29,231 8,159 2,351 4,691 12,340
19,039 297 - 5,804 - 2,301 671 174 - 6,967
3,505,095 154,379 120,888 576,768 215,534 955,599 354,524 268,799 32,682 1,185,605
s 4476207 3 454,259 $ 167,332 by 957308 § 325,559 $ 1,542,159 £ 529905 S 367,560 $ 148,744 $ 1915191
71

1403-1210450



Assets

Current assets:
Cash and cash equivalents
Short-term investments

Accounts receivable, less allowances for
uncollectible accounts ($1,297,609 in 2013)

Inventories
Due from brokers
Estimated third-party payor settlements
Other
Total current assets

Long-term investments

[nterest in investments held by
Ascension

Property and equipment, net

Other assets:
Investment in unconsolidated entities
Capitalized software costs, net

Other
Total other assets

Total assets
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Ascension

Details of Consolidated Balance Sheet
(Dollars in Thousands)

June 30, 2013

Consolidated Ascension

Consolidated less Health Ministries C lidated C lidated C lidated C lidated
_Ascension Presented Reclassification  Baltimore Birmingh Flint Kalamazoo
$ 753,555 § 227,969 §$ - $ 14,826 $ 13,436 $ 5,136 $ 11,691
113,825 56,921 - - - 500 -
2,292,521 1,232,225 - 53,294 71,872 48,531 63,725
297,233 147,923 - 7,633 12,292 6,714 8,050
178,380 178,380 - - - - -
119,379 56,885 - - 8,200 9,321 6,897
1,026,397 790,587 = 5,293 13,554 9,805 10,261
4,781,290 2,690,890 - 81,046 119,354 80,007 100,624
14,156,447 9,955,849 3,686,316 15,104 16,508 1,993 21,788
- - (3,686,316) 180,235 188,196 188,395 139,959
8,274,854 3,905,769 - 240,204 354,150 159,567 161,025
628,772 314,276 - 18,717 5,889 14,535 16,876
718,122 502,282 - 1,162 1,906 9,590 157
1,487 886 1,150,309 - 12,830 10,309 14,125 23,144
2,834,780 1,966,867 — 32,709 18,104 38,250 40,177
$ 30,047,371 § 18,519,375 § - § 549,298 $ 696,312 ¢ 468212 $ 463,573
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Consolidated
C lidated  Consolidated Consolidated Consolidated C o Saginaw and  Consolidated C Gdated  C Vidated Consolidated
Lewiston Milwaukee Ministry Maobile Nashville Tawas Tulsa Waco Washington D.C. Wichita

$ 5737 § 4,107 $ 301,544 § 1,144 $ 12,393 § 7949 § 30935 § 3583 § 1,201 111,904
565 - 24,023 - 253 11,012 1,916 1,455 - 11,180

21,606 89,751 169,137 31,632 138,556 38,787 129,596 43,103 28,526 132,180

2,875 10,542 27,432 6,168 15,816 6,404 15,766 5,027 2,740 21,851

- 1,243 6,299 3,204 7.637 5,075 2,906 8,192 1,327 2,193

1,682 24,876 55,760 5,225 26,362 8,292 22,955 1,677 5,439 44.629

32,465 130,519 584,195 47,373 201,017 77,519 210,074 63,037 39,233 323,937

593 17,864 287,345 3,552 40,060 6,145 69,731 795 2,905 29,899

75,636 111,976 515,452 165,956 588,464 289,425 378,162 146,311 45,419 672,730
+39,901 633,556 703,634 64,876 468,500 109,094 660,947 102,293 52,434 618,904

- 24,691 14,223 884 36,252 13,768 76,877 10,050 3,670 78,064

2,404 32,951 29,622 4,631 39,213 17,492 26,638 3,160 12,821 34,093

14,623 16,050 86,082 13,435 39,223 12,229 43,454 13,888 12,567 25,618

17,027 73,692 129,927 18,950 114,688 43489 146,969 27,098 29,058 137,175

$ 165,622 §$ 967,607 $ 2220,553 $ 300,707 $ 1412,729 § 525,672 $ 1465883 $ 339,534 § 169,049 $ 1,783,245
73
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Details of Consolidated Balance Sheet (continued)

Liabilities and net assets

Current liabilities:
Cuurent portion of long-term debt
Long-term debt subject to short-term

remarketing arrangements

Accounts payable and accrued liabilities
Estimated third-party payor settlements
Due to brokers
Current portion of self-insurance liabilities
Other

Total current liabilities

Noncuwrent liabilities:
Long-term debt (senior and subordinated)
Self-insurance liabilities
Pension and other postretirement liabilities
Other

Total noncurrent liabilities

Total liabilities

Net assets:
Unrestricted
Controlling interest
Noncontrolling interests

Unrestricted net assets

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets
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Ascension

(Dollars in Thousands)

June 30, 2013

Consolidated Ascension

Consolidated less Health Ministries  C lidated C lidated lidated Consolidated
Ascension Pr d Baltimore Birmingham Flint Kal

$ 89,869 § 28,757 $ 1,143 § 1,692 $ 4248 % 2,391
1,187,125 1,187,125 - - - -
2,278,242 1,436,176 40,421 51,261 56,098 45,622
455,432 361,331 117 16,006 8,984 13,404
493,420 493,420 - - - -
210,115 172,183 1,934 1,386 2,553 1,308
639,566 434,739 15,904 26,034 62 993
5,353,769 4,113,731 59,519 96,379 71,945 63,718
5,278,304 1,841,784 78,270 115,834 290,872 163,683
553,706 491,977 2,182 3,284 3,311 -3,204
554,368 341,517 - 2,802 9,752 48,437
1,178,597 846,176 8,285 66,784 6,319 30,686
7,564,975 3,521,454 88,737 188,704 310,254 246,010
12,918,744 7,635,185 148,256 285,083 382,199 309,728
14,986,302 9,019,750 392,653 393,055 81,365 148,880
1,592,356 1,523 448 - 1,128 - -
16,578,658 10,543,198 392,653 394,183 81,365 148,880
375,054 245,690 7,930 15,613 4,103 4,674
174,915 95,302 459 1,433 545 291
17,128,627 10,884,190 401,042 411,229 B6,013 153,845
$ 30047371 $ 18519375 § 549298 § 696312 § 468212 ¢ 463.573
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Consolidated
C Edated C lidated C lidated C lidated C o Sagi and C Edatad C I dated C oL C Hdated
Lewiston Milwaukee Ministry Mobile Nashville Tawnas Tulsa Waco Washington D.C. Wichita
$ 38 $ 4625 § 16,198 $ 1,041 $ 6,400 $ 2,039 $ 8927 § 757 § 925 § 10,340
10,632 46,909 178,263 16,173 86,651 30,578 96,244 21,260 33,151 128,803
5,652 332 12,276 2,446 16,585 10,225 2,405 897 4,750 22
782 2,762 - 479 10,023 1,248 5,500 600 1,028 8,329
7,120 13,955 89,771 5282 27,751 1,578 10,976 3452 1,949 -
24,572 68,583 296,508 25421 147410 45,668 124,052 26,966 41,803 147,494
26,406 316,694 710,719 70,208 407,177 127,466 514,433 51,835 63,345 499,578
157 6 - 1,561 3,069 1,713 12,385 1,950 2,426 26,481
~ 3,232 77,463 53 9,652 - 53,595 7,865 - -
1,957 20,337 70,949 9,746 19,611 6,684 36,559 7.890 6,492 40,122
28,520 340,269 859,131 81,568 439,509 135,863 616,972 69,540 72,263 566,181
53,092 408,852 1,155,639 106,989 586,919 181,531 741,024 96,506 114,066 713,675
112,195 540,891 991,800 192,441 792,910 337,660 703,926 239,989 51,219 987,568
~ — 1,790 — 2,158 — (89) - — 63,921
112,195 540,891 993,590 192,441 795,068 337,660 703,837 239,989 51,219 1,051,489
335 12,112 20,641 1,277 28,455 5,784 11,022 2,288 3,764 11,366
- 5,752 50,683 - 2,287 697 10,000 751 - 6,715
112,530 558,755 1,064,914 193,718 825,810 344,141 724,859 243,028 54,983 1,069,570
b 165622 _§ 967607 _§ 2220553 § 300707 % 1412729 5 525672 § 1465883 5 339,534 $ 169,049 _§ 1,783,245

1403-1210450 75



Details of Consolidated Statement of Operations and Changes in Net Assets
(Dollars in Thousands)

Operating revenue:
Net patient service revenue
Less provision for doubtful accounts

Net patient service revenue, less provision for doubtful accounts

Other revenue
Total operating revenue

Operating expenses:
Salaries and wages
Employee benefits
Purchased services
Professional fees
Supplies
Insurance
Interest
Depreciation and amortization
Other
Total operating expenses before impairment, restructuring, and
nonrecurring gains (losses), net
Income (loss) from operations before self-insurance trust fund

investment return and impairment restructuring and non recurring

gains (losses), net

Self-insurance trust fund investment retun
Impairment, restructuring, and nonrecurring expenses
Income (loss) from operations

Nonoperating gains (losses):
Investment return
Loss on extinguishment of debt
Gain (loss) on interest rate swaps
Income from unconsolidated entities
Contributions from business combinations
Other

Total nonoperating gains, net

Excess (deficit) of revenues and gains over expenses and losses

Less noncontrolling interests

Excess of revenues and gains over expenses and losses
attributable to controlling interest
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Ascension

Year Ended June 30, 2014
Consolidated Consolidated
C lidated A less Health Arlington C lidated C lidated C lidated
Astension Ministries Pr d Heights Baltimore Birmingham Flint

$ 19,193,307 % 9,067,510 § 1,035,923 427,825 $ 678,788 § 453,861
1,273,354 749,232 36,260 22,195 47,647 22,438
17,919,953 8,318,278 999,663 405,630 631,141 431,423
2,229,767 1,660,260 47,898 10,972 34,186 18,797
20,149,720 9,978,538 1,047,561 416,602 665,327 450,220
8,202,294 4,312,146 395,857 193,071 225,976 199,705
1,747,739 901,150 87,397 31,436 44,878 44,516
1,210,276 132,000 116,791 30,119 91,303 52,913
1,279,459 728,618 54,058 15,841 17,945 36,644
2,822,102 1,304,508 132,300 64,005 146,547 64,616
128,535 77,220 13,020 2,872 2,513 934
194,616 90,152 16,272 2,518 7,341 9,372
899,389 437,997 55,594 18,753 33,465 12,824
2,901,859 1,790,256 124,404 30,356 94.165 26,066
19.386.269 9,774,047 995,693 388,971 664,133 447,590
763,451 204,491 51.868 27,631 1,194 2,630
66,174 66,141 = = = g
(223 ,834) (185,894) (1,496) (3,500) (449) (3.863)
605,791 84,738 50,372 24,131 745 (1,233)
1,515,819 859,416 36,580 22,134 21,728 18,495
(1,605) (1,715) = = 1)) -
(6,020 (5,492) (366) 3) ) 12)
5,539 2,720 523 218 = 970
(63,119) (61,966) (811) (1,413) (550) (983)
1,450,614 792,963 35,926 20,936 21,171 18,470
2,056,405 877,701 86,298 45,067 21,916 17,237
245,893 192,515 (71) - 673 -
1,810,512 685,186 86,369 45,067 21,243 17,237
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Consolidated
C 1* totad C Tdated C rAatad C Bdated C Haotad C 13 4ad Q ,‘ and C M Aatad C e otad C Ldated
Indiana Kalamazoo Lewiston Milwiaukee Mabile Nashville Tawas Waco Washington D.C. Wichita

$ 2,789,133 § 528,877 § 150,635 § 644593 $ 266,709 $ 1,223,119 $ 304,618 $ 304,290 $ 207935 §$ 1,109,491
135,365 12,934 4,827 44,026 15,807 50,885 13,677 25,037 4,921 88,103
2,653,768 515,943 145,808 600,567 250,902 1,172,234 290,941 279,253 203,014 1,021,388
134,053 29,225 4,444 28,192 11,613 94 846 16,570 11,834 14,294 112,578
2,787,821 545,168 150,257 628,759 262,515 1,267,080 307,511 291,087 217,308 1,133,966
1,005,587 217,427 56,781 247,445 96,640 396,309 125,997 109,919 108,865 510,569
238,249 57,643 11,521 48,319 15,370 84,881 26,066 24,255 17,592 114,466
299,632 64,607 14,574 68,062 33,882 135,218 45,361 21,747 31,579 72,488
137,806 47,701 10,986 50,615 5,718 65,929 25,072 17,460 17,126 . 47,940
357,986 75,173 32,726 65,191 55,165 230,190 48,248 43,448 25,826 176,173
11,853 2,625 263 1,754 1,073 4,460 1,727 1,217 1,876 5,128
14,609 4,878 850 10,189 2,320 12,991 4,321 1,668 1,932 15,203
103,797 18,002 5,536 39,769 11,949 62,406 13,697 12,041 9,015 64,544
331,081 53,506 8,651 74,621 28,219 168,491 23,653 39,622 22,214 86,554
2,500,600 541,562 141,888 605,965 250,336 1,160,875 314,142 271377 236,025 1,093,065
287,221 3,606 8,369 22,794 12,179 106,205 (6,631) 19,710 (18,717) 40,901
= _ _ = - - = - = 33
(15,743) (4,148) (684) (2,060) 67 (1,281) (2,306) (179) (2,298) —
271,478 (542) 7,685 20,734 12,246 104,924 (8,937) 19,531 (21,015) 40,934
301,790 16,049 7,598 12,186 19,007 72,147 32,973 17,532 2,904 75,280
52 ) - - - 2 60 - - -

19 Q) ) 13 3) (16) ) @ Q) @

588 - - - - - 169 - 351 -

7,894 (984) {191) (556) (1) (B29) (347) (787) 217 (1,812)
310,305 15,056 7,406 11,617 19,003 71,304 32,850 16,743 3,398 73,466
581,783 14,514 15,091 32,351 31,249 176,228 23,913 36,274 (17,617) 114,400
23,839 - — — = 15,050 - - - 13,887
557,944 14,514 15,091 32,351 31,249 161,178 23,913 36,274 (17,617) 100,513
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Details of Consolidated Statement of Operations and Changes in Net Assets

Unrestricted net assets, controlling interest:
Excess (deficit) of revenues and gains over expenses and losses

Transter (to) from sponsors and other affiliates, net
Contributed net assets
Membership interest changes, net
Not nssets released from restrictions for propery acquisitions
Pension and other postretirement liability adjustments
Change in unconsolidated entitics’ net assets
Other
Increase in unrestricted net assets, controlling interest,
befare (loss) gain from discontinued operations and
cumulative effoct of change in accounting principle
(Loss) gain from discontinued operationg
Increase (decreasc) in unrestricted net assets, controlling interest

Unrestricted net assets, noncontrolling interest;
Excess of revenues and gains over expenses and losses
Distributions of capital
Contributions of capital
Membership interest changes, net
Increase (decrease) in unrestricted net assets, noncontrolling interest

Temporarily restricted net assets, controlling interest
Contributions and grants
Investment retun
Net assets released from restrictions
Other
Increase (decrease) in temporarily restricted net assets, controlling interest

Permanently restricted net assets, controlling interest
Contributions
Investment return
Other

Increase in permanently restricted net assets, controlling interest

Increase in net assets
Net assets, beginning of periud

174

Ascension
(continued)
(Dollars in Thousands)
Year Ended June 30, 2014
) C Vdated C TR
C lidated A less Health Arlington C lidated C lidated C lidated
Ascension Ministries Presented Heights ¢ Birmingt Flint
$ 1,810,512 §$ 685,186 § 86,369 $ 45,067 § 21,243 § 17,237
(6,566) 330,100 (15,661) (14,949) (18,805) (13,428)
(1,534) (1,411) = - " -
45255 -
62,537 40,651 1,618 1,308 6,433 347
23,990 3,103 2,139 (2,660) - (940)
4,571 973) - =, . 13
(24,514) (11,794) 43 2 8 "
1,914,251 1,044,862 74,508 28,764 8,879 3,229
(164,363) (164,363) N - _ =
1,749,888 880,499 74,508 28,764 8,879 3,229
245,893 192,515 an = 673 =
(531,159) (496,742) = = (622) =
401,546 362,901 - - @1) -
(52.530) - = = _ -
63,750 58,674 (71) - 30
99,885 64,457 4,266 2,021 2,161 1,636
31,292 19,972 576 177 344 255
(115,353) (73,738) (4,791) (2,709) (7,226) (2,740)
348 (253) (262) - (56) —
16,172 10,438 @arn) 511) 4,717 (849)
10,405 8,426 - - 1 -
7,942 7,350 - 6 53 1
(1,647) (828) (480) - = —
16,700 14,948 (480) [ 54 I
1,846,510 964,559 73,746 28,259 4,186 2,381
17,128,627 9,193,693 440,156 401,042 411,229 86,013
b 18,975,137 _ % 10158252 § S13902 8 429301 3 415415 § 88394

Net assets, end of period
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Consolidated
Consolidated  Consolidated  Consolidated  Consolidated  Consolidated  Consolidated  Saginawand  Consolidated  Consolidated Consolidated
Indi Kal, Lewiston Milwaukee Mobile Nashville Tawas Waco Washington D.C. Wichita

$ 557,944 § 14,514 § 15091 § 32351 $ 31,249 § 161,178 § 23913 § 36,274 $ 17.617) $ 100,513
(134,079) (16,002) (5.270) (16,675) (10,562) (44,027) (17,605) (10,959) (6,649) (11,995)

- - - - (123) u - - = -

45,255

5,247 667 119 42 - 4,978 449 321 37 320
(2,762) 723 (1,566) 1,679 517 2,326 1,276 20 693 19,442

- - - - = - - - - 5,531

(227) - - -t - (677) 1 29 308 (12,203)
426,123 (98) 8,374 17,397 21,081 123,778 8,034 25,685 (23,228) 146,863
426,123 (98) 8,374 17,397 21,081 123,778 8,034 25,685 (23,228) 146,863
23,839 - 2 - = 15,050 - - = 13,887
(17,370) - - - - (12,891) = = = (3,534)
25,481 = - - - 3,062 - - = 10,123
(52,530)

31,950 - = = = 5,221 = - - (32,054)
9,829 2,029 186 = 1,069 3,470 2,439 521 3,718 2,083

4,145 423 - - 34 3,513 461 84 = 1,308
(8,489) (1,824) (202) 42) (368) (6,937) (658) (421) (2,791) 2,417
(427) (2) N 606 - 730 133 (121) - -

5,058 626 (16) 564 735 776 2,375 63 927 974

1,679 6 = - - 14 4 23 = 252

429 - = - = - 103 - - -

(238) = = 52 = - (133) - - =

1,850 6 - 52 - 14 (26) 23 - 252
464,981 534 8,358 18,013 21,816 129,789 10,383 25,771 (22,301) 116,035
3,040,114 153,845 112,530 558,755 193,718 825,810 344,141 243,028 54,983 1,069,570

§ 3505005 § 154379 8§ 120,888 § 576768 § 21553 8 955,599 $ 354524 & 268799 8 32,682 § 1,185,605
79
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Ascension

Details of Consolidated Statement of Operations and Changes in Net Assets
(Dollars in Thousands)

Year Ended June 30, 2013

Consolidated Ascension
Consolidated less Health Ministries C lidated C lidated C lidated

Ascension Pr ted Baltimore Birmingh Flint
Operating revenue:

Net patient service revenue $ 16,326,684 $ 10,272,825 $ 419247 $ 651,936 §$ 454,997
Less provision for doubtful accounts 1,124,409 794,303 18,230 24,205 16,563
Net patient service revenue, less provision for doubtful accounts 15,202,275 9,478,522 401,017 627,731 438,434

Other revenue 1,334,623 794,194 12,085 39,997 20,584

Total operating revenue 16,536,898 10,272,716 413,102 667,728 459,018
Operating expenses:
Salaries and wages 6,974,951 4,526,008 198,232 219,244 204,060
Employee benefits 1,528,119 992,104 30,490 46,792 56,617
Purchased services 955,440 348,971 25,020 84,559 45,083
Professional fees 1,093,446 736,221 17,997 15,979 37,184
Supplies ' 2,334,427 1,355,338 59,966 138,758 62,523
Insurance . 109,178 79,023 886 3,330 1,393
Interest 150,877 73,494 2,737 1,595 10,269
Depreciation and amortization 730,757 452,706 17,661 34,350 11,814
Other 2,140,182 1,337,001 32,436 91.757 29,311
Total operating expenses before impairment, restructuring, and

nonrecurring gains (losses), net 16,017,377 9,900,866 385,425 642,364 458,254
Income (loss) from operations before self-insurance trust fund

investment return and impairment restructuring and non recurring

gains (losses), net 519,521 371,850 27,677 25,364 764
Self-insurance trust fund investment return ' 34,985 35,003 - - -
Impairment, restructuring, and nonrecurring expenses (103,344) (147,013) (1,030) (4,156) (2,774)
Income (loss) from operations 451,162 259,840 26,647 21,208 (2,010)
Nonoperating gains (losses):
Investment return 736,300 606,540 15,619 14,348 12,813
Loss on extinguishment of debt (4,079) (4,079) - - -
Gain (loss) on interest rate swaps 53,746 47,817 un 5 63)
Income from unconsolidated entities 8,544 4,044 1,308 - 884
Contributions from business combinations 2,021,963 2,021,963 - - -
Other (69,524) (60,745) (1,253) (416) (1,110)
Total nonoperating gains, net 2,746,950 2,615,540 15,657 13,937 12,524
Excess (deficit) of revenues and gains over expenses and losses 3,198,112 2,875,380 42,304 35,145 10,514
Less noncontrolling interests 131,184 122,083 - 566 —
Excess of revenues and gains over expenses and losses

attributable to controlling interest 3,066,928 2,753,297 42,304 34,579 10,514
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Consolidated
C lid 4 C lidatéed C B d C lidated C (TR} d C Lidated Q B- and C lidated C lidated C ldated C lidated
Kal Lewiston Milwaukee Ministry Mobile Nashville Tawas Tulsa Waco Washington D.C. Wichita
$ 541,397 $ 139,838 § 627,323 $ 336232 $ 267,116 $ 1233158 § 325126 $ 265372 $ 286577 $ 232,461 273,079
18,544 4,878 32,113 22,577 19,318 76,041 13,681 35,334 18,233 14,407 15,982
522,853 134,960 595,210 313,655 247,798 1,157,117 311,445 230,038 268,344 218,054 257,097
35,972 4,375 32,469 214,863 9,682 100,610 8,581 14,710 13,443 14,162 18,896
558,825 139,335 627,679 528,518 257,480 1,257,727 320,026 T 244,748 281,787 232,216 275,993
223,624 52,762 249,296 179,165 97,823 418,120 132,001 113,942 110,711 124,977 124,986
65,053 11,788 49,138 45,898 15,970 91,851 28,779 21,140 25258 18,818 28,423
64,243 13,407 65,230 43,099 30,145 123,539 44,631 11,314 17,868 25,476 12,855
43,276 8,716 48,550 22,608 7,115 67,410 29,607 8,790 17,635 19,764 12,594
74,159 30,127 66,824 50,083 53,361 232,769 50,032 44,606 44915 27,330 43,636
2,680 365 2410 1,662 1,644 5,694 1,810 1,790 1,170 2,595 2,726
5,694 931 11,168 3,226 2,950 14,406 4,595 5,434 1,829 2,344 4,205
18,126 4,807 45,622 16,840 10,606 60,228 11,318 11,760 12,070 7,778 15,071
56,285 9,162 78,534 164,539 27,434 181,908 26,830 20,884 33,263 26,481 24,357
553,140 132,065 616,772 527,120 247,048 1,195,925 329,603 239,660 264,719 255,563 268,853
5,685 7,270 10,907 1,398 10,432 61,802 9,577 5,088 17,068 (23,347) 7.140
- - - - - - - . ) - an
(1,489) (500 (5,111) 45,607 (351) 177 (1,624) 22,648 (4,101) (1,161) (2,466)
4,196 6,770 5,796 47,005 10,081 61,979 (11,201) 27,736 12,966 (24,508) 4,657
10,657 5,437 5,462 (12,275) 12,805 41,675 24,614 (5.451) 10,278 4,641 (10,863)
(35) ©) (68) 6,506 3) (88) (56) (236) (10) 14 @)
- - - - - - 104 - . 522 1,682
(1,286) (524) (462) (2,575) - (916) (292) 272 (502) 71 214
9,336 4,907 4,932 (8,344} 12,792 40,671 24,370 (5,415) 9,766 5,248 (8,971}
13,532 11,677 10,728 38,661 22,873 102,650 13,169 22,321 22,732 (19,260) (4,314)
- - - (39) = 7,406 - - = = 1,168
13,532 11,677 10,728 38,700 22,873 95,244 13,169 22,321 22,732 (19,260) (5,482)
1403-1210450 81
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Ascension

Details of Consolidated Statement of Operations and Changes in Net Assets (continued)
(Dollars in Thousands)

Year Ended June 30, 2013

Unrestricted net assets, controlling interest:

Excess (deficit) of revenues and gains over expenses and losses

Transfer (to) from sponsors and other affiliates, net

Contributed net assets

Net assets réleased from restrictions for property acquisitions

Pension and other postretirement liability adjustments

Change in unconsolidated entities’ net assets

Other

Increase in unrestricted net assets, controlling interest,
before (loss) gain from discontinued operations and
cumulative effect of change in accounting principle

(Loss) gain from discontinued operations

Cumulative effect of change in accounting principle

Increase (decrease) in unrestricted net assets, controlling interest

Unrestricted net assets, noncontrolling interest:
Excess of revenues and gains over expenses and losses
Distributions of capital
Contributions of capital
Contributions from business combinations
Increase (decrease) in unfestricted net assets, noncontrolling interest

Temporarily restricted net assets, controlling interest:
Contributions and grants
Investment return
Net assets released from restrictions
Contributions from business combinations
Other
Increase (decrease) in temporarily restricted net assets, controlling interest

Permanently restricted net assets, controlling interest:
Contributions
Investment return
Contributions from business combinations
Other
Increase in permanently restricted net asscts, controlling interest

Increase in net assets
Net assets, beginning of period
Net assets, end of period

82

Consolidated Ascension

Consolidated less Health Ministries C lidated C: lidated C lidated C lidated
A ion Pr ted Baltimore __ Birmingham Flint Kal

3 3,066928 $ 2,753,297 $ 42304 $ 34579 % 10,514 § 13,532
(9,152) 74,813 (7,390) (8,680) (4,616) (5912)
(1,050) (2,574,751) - - - -
65,706 44,364 8,064 885 390 751
76,483 13,459 424 1,176 (2,219) 5,789
23,295 23,119 - 176 -

4,507 2,449 -~ 47 (1,343) 4
3,226,717 336,750 43,402 28,007 2,902 14,164
(76,829) (76,829) - - - -
3,149,888 259,921 43,402 28,007 2,902 14,164
131,184 122,083 - 566 - -
(829,989) (820,355) - (731) - -
1,579,187 1,578,269 - - - -
64,738 99 - (9) - -
945,120 880,096 - (174) - -
88,841 64,485 2,632 5,016 753 1,532
17,232 13,996 186 309 152 286
(108,193) (71,793) (10,087) (2,983) (798) (2,047)
44,201 - - - - -

1,088 2,931 — (44) — 57
43,169 9,619 (7,269) 2,298 107 (172)

2,664 2,326 - 19 11 5

1,598 1,622 3 39 1 -

67,846 2 - - - -

(368) 28 - — — =

71,740 3,978 3 58 12 5
4,209,917 1,153,614 36,136 30,189 3,021 13,997
12,918,710 9,730,576 364,906 381,040 82,992 139,848

b} 17,128,627 % 10,884,190 § 401042 $ 411229 § 86,013 § 153,845

1403-1210450
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Consolidated )
C lidated C lidated C lidated C lidated C lidated Saginaw and C lidated C lidated C lidated C lidated
Lewiston Milwaukee Ministry Maobile Nashville Tawas Tulsa Waco Washington D.C. Wichita
$ 11,677 $ 10,728 & 38,700 % 22,873 $ 95244 % 13,169 $ 22,321 § 22,732 $ (19,260) $ (5,482)
(2,330) (12,041) - (4,513) (21,085) (8,968) - (5,330) (3,100) -
- - 920,665 (250) - - 664,297 - - 988,989
110 2,208 - 171 6,816 1,118 - 96 409 324
(1,336) 5,473 30,566 675 1,184 (487) 16,903 142 1,101 3,633
- - 1,869 760 — 405 (246) 456 104
8,121 6,368 991,800 19,716 82,159 4,834 703,926 17,394 (20,394) 987,568
8,121 6,368 991,800 19,716 82,159 4,834 703,926 17,394 (20,394) 987,568
- - 39) 7,406 - - - - 1,168
- - [Cn) - (7,830) - - - - (1,016)
- - 817 - - - - - - 101
- — 1,069 - - (89) - - 63,668
- - 1,790 - (424) - (89) - - 63,921
173 63 1,612 837 3,109 1,145 2,301 540 3,424 1,219
1 - (113) 23 2,358 248 (179) 62 - 7
(167) (2,208) - (980) (7,200) (1,356) (2,203) (536) (4,210) (1,625)
- - 21,229 - - - 11,103 - - 11,869
- 1,105 {2,087) (3) (1,041) - - 170 - -
7 (1,040) 20,641 (123) 2.,774) 37 11,022 236 (786) 11,366
- - 90 - 150 33 - 30 -
- - (146) - - 79 - - - -
- - 51,129 - - - 10,000 - - 6,715
— 2 (3900 = = = - (8) = =
— 2 50,683 — 150 112 10,000 22 — 6,715
8,128 5,330 1,064,914 19,593 79,111 4,983 724,859 17,652 (21,180) 1,069,570,
104,402 553,425 - 174,125 746,699 339,158 - 225376 76,163 —
$ 112530 8 558,755 & 1064914 5 193,718 _§ 825810 § 344,141 § 724859 _§ 243028 % 54083 § 1,069,570
83
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State of Tennessee s

Health Services and Development Agency
Andrew Jackson Building, 9t" Floor
www.tn.gov/hsda Phone: 615-741-2364/Fax: 615-741-9884  °

August 25, 2015

Michel D. Brent, Attorney

Bradley Arant Boult Cummings, LLC
1600 Division Street, Suite 700
Nashville, TN 37203

RE: Certificate of Need Application Saint Thomés Medical Partners d/b/a Saint
Thomas Medical Partners-Neurosurgery-Imaging Center, CN1508-033

Acquisition of MRI and Initiation of MRI Service

Dear Mr. Brent,

This will acknowledge our August 14, 2015 receipt of your Consent Calendar Request
regarding your application for a Certificate of Need to acquire the existil\l}[%[MRI unit
approved in Neurological Surgeons, P.C, CN9902-013AM and initiate services
under the ownership and management of ST. Thomas Partners, a wholly owned affiliate
of the Saint Thomas Health Network, at 2214 Elliston Place, Suite 200, Nashville

(Davidson County), Tennessee.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 4:00 PM, August 25, 2015. If the supplemental
information re?uested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.
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1. Proof of Publication

The copy of the published LOI in the Tennessean is missing the date it was
published and is difficult to read. Please submit a copy-of the published LOI with
date & mast intact or a publisher’s affidavit that verifies same.

Response: Please see Supplemental Attachment —~ Proof of Publication for a copy
of the published LOL

2. Section A, Applicant Profile, Item 1

As the contact for the applicant may be aware, all approved Certificates of Need
are site specific. Review of HSDA records reflected that the site approved in the
CN9902-013AM was changed in 2003 from 2018 Murphy Avenue to its present
location at 2214 Elliston Place in 2003. Please briefly describe the reason for the
change.

Response: As heard on April 23, 2003 for the General Counsel’s report, the
move from 2018 Murphy Avenue to 2214 Elliston Place was approved per the
excerpted minutes below.

Neurological Surgeons. P.C. - Project No. CN9902-013A
~ Relocation of medical equipment.
John R. Voigt, Esq., representing the applicant spoke on behalf of the
project.
Ms. Cunningham moved for approval of the request by amending the current
Certificate of Need for the relocating the MRI to a designated Location of 400
yards and the upgrade of equipment. Mr. Koella seconded the motion. Mr. Moore
stated that this request is granted by the modification of the existing Certificate of
Need to reflect the revisions as stated in the motion. The motion CARRIED [5-2-
1]. APPROVED
AYE: Moore, Koella, Cunningham, Atchley, Caldwell
NAY': Weaver, Shackleford
ABSTAINED: Duckett

3. Section A, Applicant Profile, Item 6

Other than the copy of the lease assignment and assumption document effective
8/11/15 between the applicant and the Howell Allen Clinic, P.C. Clinic, please
include a brief description that identifies ownership of the building containing
the MRI service at 2214 Elliston Place in Nashville. If different than Howell Allen
Clinic, it would be helpful to provide documentation that attests to the building
owner’s approval or permission to assign the lease to the applicant.

Response: The building located at 2214 Elliston Place is owned by Elliston Place
Limited Partnership, successor in interest to NS Leasing, LLC, the lessor under
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the July 1, 2004 Office Lease Agreement (the “Lease”). Section 9 of the Lease
(inciuded as a part of Attachment A6 of the Application) permits the Lease to be
assigned in connection with the sale of all or substantially all of the lessee’s
assets.

4. Section B, Applicant Piofile, Item 13 and Section C, Economic Feasibility, Item
6.B )

The response is noted. Will professional fees for MRI interpretation services by
licensed radiologists be reim%ursed by the applicant? If the radiologists will be
billing separately using their own provider certification/ registration numbers,
what assurances apply such that the radiologists will hold Medicare and
Medicaid provider certification and will be contracted with the same TennCare
MCO plans as the applicant? Please briefly discuss the arrangements planned in
this regard.

Response; As previously noted, the Applicant is an affiliate of Saint Thomas
Heéj%th, which has a relationship in place with a grou of Tennessee-licensed
radiologists to provide interpretation services for its affiliates. The Applicant and
the radiology group would enter into a new professional services agreement (the
“PSA”) for the subject MRI location. Pursuant to the PSA, the radiology %Toup
would be reimbursed by directly billing third-party payors and would be
required to maintain Medicare and Medicaid/TennCare certification. The PSA
would also require the radiology group to see the Applicant’s patients without
regard to their source of payment.

5. Section B, Project Description, Item ILA.

Please expand the executive summary by identifying counties included in the
grimary service area (PSA2 proposed for this Xroject. In your response, please
riefly address any key differences from the PSA approved in CN9902-013.

In terms of background, the applicant states that the MRI unit approved in
CN9902-013 will be purchased as part of the acquisition of the physician practice
and will continue to be used for the patients-of the practice. However, it appears
that referrals for MRI studies are not limited exclusively to patients of the
ractice. Rather, referrals by other physicians affiliated with the Saint Thomas
Kletwork will occur as well as referrals from non-affiliated physicians in the
applicant’s service area. Please clarify. l

Since issued, the name of the medical group and the location of the approved
MRI service have changed. Please provide a brief description that offers some

background about the changes.

Please also provide some general background information about the Howell
Allen medical group such as such as year or anized, current number of

racticing physicians, medical specialties, estimated total registered patients as of
g{ 1/2015, and locations of offices in Davidson County.

Response: Though the practice is located in the Davidson County medical
district area, it does pull patients from other counties within Tennessee and other
states as well. In fact, in 2014, 499 of the practice’s patients originated outside of
Tennessee. When analyzing Tennessee patients exclusively, %avidson County
accounts for 31.37% of the MRI's procedures. Davidson County accounts for
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27.56% of the MRI's procedures when analyzing all MRI procedures. Using the
same parameters, Cheatham accounts for 2.58% and 2.27%, Robertson 4.94% and
4.34%, Rutherford 5.49% and 4.82%, Sumner 9.9% and 8.7%, Williamson 8.85%
and 7.77%, and Wilson 4.93% and 4.39%. The clinic has significantly fewer
patients from Montgomery, Dickson, and Maury Counties, but they have more
significant numbers than the remaining Tennessee counties, which individually
account for approximately 60 procedures and under with most accountin for
much fewer procedures.  These three counties account for 4.27% and 3.75%,
2.91% and 2.56%, and 2.58% and 2.27% of the clinic’s volumes, respectively.

In 2007 Neurological Surgeons, P.C. changed its name to Howell Allen Clinic as
shown in Supplemental Attachment - Section B Project Descri tion, Item ILA
according to the records of the Tennessee Secretary of State.

Howell Allen Clinic was founded April 1, 1983 and currently has 14 hysicians,
each of whom is listed below, practicing at its locations. Howell A}ilen Clinic
offers medical services related to Sports concussions, stereotactic radiosurgery,
sgine_ surgery, and benign and malignant brain tumors. It has approximately
20,000 total registered patients as of August 1, 2015, and has locations at 4230
Harding Pike, Suite 81({J 5651 Frist Boulevard, Suite 400, 2011 Murphy Avenue,
Suites 4%0 and 301, and 3443 Dickerson Pike, Suite 230 (all locations in Davidson
County).

Dr. Everette Howell
Dr. Vaughan Allen
Dr. Timothy Schoettle
Dr. Gregory Lanford
Dr. Steven Abram

Dr. Scott Standard

Dr. Carl Hampf

Dr. Jason Hubbard
Dr. Paul McCombs
Dr. John Spooner

Dr. Brian O'Shaughnessy
Dr. Richard Lebow
Dr. Adam Reig

Dr. John Culclasure

Section B, Project Description, Item ILB. and Item ILE.

Item ILB -Please briefly describe general features of the building that will house
the applicant’s proposed MRI service in Suite 200 at 2214 lliston Place in
Nashville. Information might include age & size of building, number of floors,
primary entrances/exits, and public areas.

It appears that the MRI service has 522 SF of dedicated space plus another 2,612
SF of common area space available for its use in the 9,146 gross SF of leased
medical office space (g)uite 200) at the Elliston Place building. Is this an accurate
interpretation of the information provided? In your response, please briefly
describe dedicated clinical/admin support space, patient waiting, other tenants
on same floor closest to the MRI area, etc.

Resgonse: The building at 2214 Elliston Place was built in 2004 and consists of
27,192 total square feet in three equally sized stories. Suite 200 is the entire
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second floor of the building, so there are no tenants neighboring the applicant on
the same floor. There is a detached parking garage on the north of the property,
which is also the location of the primary entrance to the clinic space. The primar
entrance to this space is a walkway from the connected parking garage, whic
comes directly into the second floor of the building. There is also an elevator
located in a common lobby on the first floor of the building, which will take
patients to the second floor waiting/reception area, and can be used by patients
entering from the street level rather than from the parking garage.

Within the second floor of the building, the amount of space solely dedicated to
the MRI equipment is 522 SF. There is also 1,001 SF dedri)cated to other forms of
imaging which is not subject to CON review (x-ray, CT, and RF). The common
areas shared by all patients were allocated based on the revenues of each type of
imaging, resulting in the allocation of 2,612 SF of common area space to . The
common areas, as shown on the floor plan submitted with the Application
(attachment B.IV), include storage areas, reception and wajtin% area, restrooms,
dressing rooms, a nurses’ station, support staff offices, circulation areas, and
related spaces.

Item ILE:

1.a.1 - Total Cost - the applicant notes a cost of $934,700 for the 1.5 Tesla GE
Horizon MRI unit. This amount is reflected in the Project Cost Chart as the sum
of the equipment cost ($359,960) and service contract ($574,740). However,
review ocil chedule A in the 2/2015 cop&r of the 5-year service agreement
document in Attachment B.ILE.1 revealed a service cost of approximately
$675,500 ($135,100 per year x 5 years). Please explain. In your response, please
also provide documentation from the MRI equipment vendor that confirms the
$359,960 MRI equipment amount used in the Project Costs Chart.

Response:

The Applicant included the cost of the service contract at $574,740, as that was
the calculated amount that will be due for the remaining term of the contract at
the time of completion of the closing for the physician practice acquisition, and
related MRI acquisition. The amount of approximately $675,500 ($135,100 per
year x b years) estimated by the reviewer was for the full 5 year term of the
contract, but the contract commenced in March, 2015, for a period of 60 months.
Therefore, at the time of closing the amount due for the then-remaining term of
the service contract (taking into account some reduced costs during the first six
months of the contract) will be approximately $574,740.

No equipment vendor is involved in the acquisition of the MRI. The $359,960 is
the price negotiated between the Applicant and Howell Allen Clinic, and is
specified in the Purchase Option Agreement attached as Supplemental

ttachment - Section B Project Description, Item IILE - Purchase Option

Agreement. :
7. Section C, Need, Item 1 (Project Specific Criteria)

Non-specialty stationary MRI utilization (page 23) - It is understood that the
project does not involve documenting need for the addition of a MRI unit to the
service area. Please provide a comparison to the MRI service’s historical
utilization by completing the table below (note information for 2014 is now
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available from the HSDA Equipment Registry - please contact Alecia Craighead,
Stat III for questions).
2012 2013 2014 % 2015 Projected | Projected
change | (estimated) | Yearl Year 2
"12-14
Asa % of | 154% 175% 147% -7% 147% 147% 147%
2,880 MRI
standard

Access to MRI Units (page 24) - The response on page 14 (recap of Need)
indicates that Davidson County residents accounted t%r approximately 30% of
the Howell-Allen clinic’s total MRI procedures in 2014. Please also identify
utilization by patient county of origin for other counties that account for the
majority or approximately 7;% of the clinic’s total volumes in 2014.

Response: In addition to Davidson County, Cheatham, Robertson, Rutherford,
Sumner, Williamson, and Wilson Counties, which are listed below in the
Historical & Projected MRI Utilization & use by Residents of PSA chart, account
for 60% of the clinic’s total volumes in 2014. Montgomery, Dickson, and Maury
Counties account for 3.75%, 2.56%, and 2.27% of the clinic’s volumes,
respectively. The patient origins for the remaining clinic volumes are scattered
throughout Tennessee and other states. Please note, the total volume for 2014
for Howell Allen Clinic is 4,104 procedures, as reflected throughout the original
apglication and this supplemental response. The differing number was
su

mitted in error.

Handling of Emergencies (page 29) - please address arrangements for physician
supervision and a hospital emergency transfer agreement. Please also include a
description of arrangements planned for MRI imaging interpretation services by
Tennessee licensed radiologists.

Response: As noted above, the Applicant will enter into a PSA with a Saint
Thomas Health-affiliated radiology group for MRI imaging interpretation
services. The PSA will specify the group’s obligations regarding sc edulin%
on-site and on-call physicians for on-site supervision and/or MR

interpretation. The Aﬁﬁﬁcant intends to enter into a transfer agreement with
its Saint Thomas Health affiliate, Saint Thomas Midtown Hospital, which is
less than a mile from the Applicant’s location, as to the transfer of any patient
who encounters an emergency during an MRI procedure.

8. Section C, Need, Item 3

The proposed Primary Service Area is Davidson County. The service area
approved in Neurological Surgeons, PC, CN9902-013 included Davidson and its
contiguous counties located in Middle Tennessee. Review of this response and
the map in the aiplication appears to limit the PSA to Davidson Coungr. Please
briefly explain why the contiguous counties were excluded from the PSA for this
project.
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Please complete the table below showing patient origin in 2014 and Year 1 with
volumes by county of residence.

Response: The Applicant misstated the Primary Service Area - it is the intent of
the Applicant that the Primary Service Area for the project remain Davidson
County and its contiguous counties: Cheatham, Robertson, Rutherford, Sumner,
Williamson, and Wilson Counties. As detailed in the chart below, Howell Allen
Clinic performed 3,605 procedures on Tennessee residents and 499 patients who
reside outside Tennessee in 2014.

Histor j tilization & use by Residents of PSA
Davidson 1,131 27.56% 55,087 1,131
Cheatham 93 2.27% 3,917 93
Dickson 105 2.56% 5,552 105
Maury 93 2.27% 9,952 93
Montgomery | 154 3.75% 13,187 - | 154
Robertson 178 4.34% 7,084 178
Rutherford © | 198 4.82% 24,504 198
Sumner 357 8.7% 16,001 357
Williamson | 319 7.77% 18,089 319
Wilson 180 4.39% 11,380 180
Other TN | 1,648 40.16% 396,397* 1,648
Counties &
Other States
Total 4,104 100% 561,150* 4,104

*Tennessee procedures only.
9. Section C, Need. Item 5 (Historical Utilization in PSA)

The table is noted. However, HSDA Equipment Registry now has data for MRI
utilization in 2014, including utilization by residents of Davidson County in 2014.
Please revise the table by using the format illustrated in the table below. -

Utilization of Existing MRI Providers in Davidson County, 2012-2014

Distance | ; Use by
s e - R S R j % County
: : *Cyrrent | Applicant | | | | Change | Residents
Provider Name | Type | #Units | (miles) | 2012 | 2013 | 2014 12-14 | in 2014**
Belle Meade oDcC 1 33 2,817 3,085 2,834 .60% 743
[maging
Center for PO 0 N/A 63 19 N/A | -100% N/A
Inflammatory
Disease :
Elite Sports PO 2 02 4,781 4,771 5701 | 19.24% 2,016
Medicine &
Orthopaedic
Center
Heritage PO 1* 0.5 1,831 1,965 1,561 | -14.75% 749
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Provider Name

Type

*Current
# Units

Distance
 from
Applicant
(miles)

2012

2013

3:48 pm
l “tl”u' .

Change
2014

11214 |,

Use by
County
Residents
in 2014**

Medical
Associates -
Murphy Avenue

Hillsboro
Imaging

OoDC

1.9

3,968

4,252

4,359 | 9.85%

1,705

Millennium
MRI, LL.C

ODC

1*

0.8

366

451

455 24.32%

81

Nashville Bone
and Joint

PO

1*

13.5

953

939

945 -0.84%

476

Nashville
General
Hospital

HOSP

1.5

1,481

1,775

1,725 | 16.48%

1,531

Howell Allen
Clinic, P.C.
(f/k/a
Neurological
Surgeons, PC)

PO

N/A

4,305

4,891

5,012 | 16.42%

Next Generation
Imaging, LLC

ODC

1*

0.8

649

859

826 27.27% -

126

One Hundred
Oaks Breast
Center

Imaging

6.4

679

682

728 7.22%

194

One Hundred
Oaks Imaging

ODC

6.4

5,226

5,430

5613 | 7.41%

2,173

Outpatient
Diagnostic
Center of
Nashville

ODC

0.4

4,878

5,044

5268 | 8.00%

3,008

Pain
Management
Group, PC

PO

15.6

2,451

2,712

2,306 | -5.92%

529

Premier
Orthopeadics
and Sports
Medicine

ODC

10.5

5,214

4,471

4,930 | -5.45%

2,582

Premier
Radiology Belle
Meade

ODC

3.7

7,686

6,929

5,656 | -26.41%

2441

Premier
Radiology
Brentwood

OoDC

94

2,058

1,356

2,723 | 157.37%

1,053

Premier
Radiology
Hermitage

ODC

14.7

4,943

4,603

4,980 | 0.75%

2,820

Premier
Radiology
Midtown

OoDC

0.4

1,351

3,054 | 126.05%

1,478

Premier
Radiology

OoDC

0.8

2,376

2,072

1,872 | -21.21%

1,200
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Distance : Use by
from ' % County
: *Current | Applicant Change | Residents
Provider Name | Type | # Units | (miles) 2012 2013 2014 | "12-14 | in2014**
Nashville

Premier OoDC 1 29 N/A N/A 1,910 N/A 717

Radiology St.
Thomas West
Specialty MRI ODC 1* 0.5 1467 1,158 792 | -46.01% 269
St. Thomas ODC N/A N/A 1,609 N/A N/A N/A N/A
Heart (Stopped
2013)

St. Thomas HOSP 7 04 4,752 3,249 2,856 | -39.90% 1,593
Midtown
Hospital (fka
Baptist Hospital)
St. Thomas West | HOSP 2 29 5,631 5,464 4,596 | -18.38% 1,313
Hospital (fka St. '
Thomas
Hospital) R
Tennessee PO 1 0.5 279 1,168 1,422 | 409.68% 501
Oncology, PET
Services
Tennessee PO 3 04 7,163 6,325 7,388 | 3.14% 3,646
Orthopaedic
Alliance
Imaging
TriStar HOSP 3 0.3 7,996 8,840 9,037 | 13.02% 3,520
Centennial
Medical Center )
TriStar Skyline HOSP 2 9.0 7,930 8,234 7,611 | -4.02% 3,359

Medical Center
TriStar Southern | HOSP 1 9.6 2,659 2,740 2,642 | -0.64% 1,901
Hills Medical .

Center
TriStar Summit | HOSP 1 13.5 4,008 4,020 4,091 2.07% 2,244

Medical Center
TriStar Summit | HODC i 13.1 1,918 2,249 2,099 | 9.44% 1,111
Medical Center -
OoDC

Vanderbilt HOSP 6 0.8 28,706 | 29,507 |29,381 | 2.35% 6,406
University
Hospital
*Shared
**Percentage of residents receiving treatment within county of residence.

10. Item 6 (Applicant’s Projected Utilization)

The projected utilization is noted. It would help to have an appreciation of
utilization resulting from referrals by physicians in Year 1 - both physician
members of the practice and physicians of other practices located in the primary
service area (PSA). Please clarify.
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In your response, please complete the table below.

Applicant’s Projected MRI Volumes by Physician Specialty - Not Applicable

Primary MRI MRI . Total MRI
Specialty procedures Procedures Procedures
as a result of As a result of Year1
referrals by other
MD Practice Physicians in
members PSA
Family Practice
Internal Medicine
Orthopedics
Radiology
Neurology
Neurosurgery
Other
TOTAL

Response: The Applicant is not completing the chart above because there are no
physicians who refer patients to the clinic from other practices. Moreover, all of
the physicians at Howell Allen Clinic are neurologists and neurosurgeons.

11. Section C, Economic Feasibility Items 1 (Project Costs Chart) and II (Funding)

Item I. - As noted previously, please clarify the cost and service agreement of the
MRI unit. A

Given the facility lease cost, please show the methodology used to determine the
' hlj;%her of the applicant’s lease cost or estimated fair market value (FMV) of the
office space, as prorated for use by the MRI service. '

Please identify the actual out of pocket cash outlay the applicant expects to
support the start-up costs of the project?

Item II. - The 8/13/2015 letter from the Interim CFO of Saint Thomas Health
appears to be missing confirmation that the funding will be provided from cash
reserves. Please clarity.

Review of the Consolidated Balance Sheet for Saint Thomas Health revealed that
current assets were lower than current liabilities for the period ending June 30,
2014 resulting in an unfavorable Current ratio. Please discuss further the plans
for supporting the project from cash reserves of the parent company.

Response:

Item I-

The Applicant included the cost of the MRI service contract at $574,740, as that
was the calculated amount that will be due for the remaining term of the contract
at the time of completion of the closing for the physician practice acquisition, and
related MRI acquisition. The equipment price was negotiated between the
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Applicant and Howell Allen Clinic, and is specified at $359,960 in the Purchase
Option Agreement attached as Supplemental Attachment - Section B Project
Description, Item ILE - Purchase Option Agreement.

The methodology used to determine the higher of the applicant’s lease cost or
estimated fair market value (FMV) of the office space, was as follows: The
applicant took. the appraised value of the entire building (land and
im4provements), as determined by the Davidson County Assessor of Property
($4,797,100), divided that by one-third for the entire amount of space subject to
Jease, and then allocated that third by the percentage of the Ieaseg space related
to the MRI services, for a total of $ 95,45‘5’. To determine the applicant’s lease
cost the applicant took the total rent remaining original lease term of
ggproximate y 3.5 years, added the 5-year renewal option period, and estimated

e rent which would be due during that period of approximately 8.5 years
(using the provisions of the lease as to rental amounts, included estimated
annual increases), and then allocated that total estimated remaining rental
amount by the ercentage of the leased space related to the MRI services, to
arrive at a total of $1,243,497. As $1,24§,497 exceeded the FMV allocation
amount of $895,459, the amount of $1,243,497 was used in line b.1 of the Project

Costs Chart.

As this is already a fully operational business, the applicant does not any actual
out of pocket cash outlay for start-up costs. If there are temporary delays in the
collections of receivables during the transitioning of the business to the applicant
the applicant has sufficient cash reserves, as well as sufficient cash flows from
other aspects of its business, to cover any such delays.

Item II-
Please see a revised letter from the Interim CFO of Saint Thomas Health attached

as Supplemental Attachment - Section C, Economic Feasibility, Item II - Funding
indicating that the funding will come from cash reserves.

As a subsidiary of Ascension Health Alliance d /b/a Ascension, the balance sheet
of Saint Thomas Health is included in the consolidated financial statements of
Ascension. While Ascension’s current ratio might be negative, Saint Thomas
Health’s Current ratio is positive with $221,419 in assets and $147,352 in
liabilities, as shown in the attached excerpt to Ascension Health’s consolidated
financial statement at Supplemental ttachment - Section C, Economic
Feasibility, [tem II - Financial Statement Excerpt.

12. Section C, Economic Feasibility, Item 4. (Historical and Projected Data Charts)

Both Charts -

Please provide a detail or breakout of “Other Expenses”, such as annual costs
related to the MRI service agreement and fees to radiologists for imaging
interpretation services. :

= _ : S
Other Expenses Categories Year 201 ear 201 Year 2012
Fees/Licenses $4,878 $4,723 $5,395
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Rent $239,956 $232,341 $265,379
Repairs/Maintenance $231,834 $224,477 $256,396
Utilities $32,429 $31,400 $35,865
Waste Disposal’ $1,616 $1,565 $1,787
Cable $1,394 $1,350 $1,542
Equip. Rental $4,091 $3,961 $4,524
Radiologist Fees $299,031 $289,542 $330,713
Purchased Services $88,175 $85,377 $97,517
Telephone, etc. $14,156 $13,707 - $15,656
Laundry $15,456 $14,966 $17,093
Total Expenses $933,016 $903,410 $1,031,867
: De MRT
Other Expenses Categories | Year 2016 Year 2017
‘| Fees/Licenses $5,175 $5,330
Rent $254,569 $262,206
Repairs/Maintenance $245,953 $253,332
Utilities $34,404 $35,436
Waste Disposal $1,714 $1,765
Cable $1,479 $1,523
Equip. Rental $4,340 $4,470
Radiologist Fees $317,242 $326,759
Purchased Services $93,545 $96,351
Telephone, etc. $15,018 $15,469
Laundry $16,397 $16,889
Total Expenses $989,837* $1,019,532*

*Please note that the totals for this category were mistakenly calculated as $999,837 for 2016 and

$1,029,833 for 2017. The amounts above reflect the corrected amounts.

Projected Data Chart -

Please provide a breakout of the base salary and full time equivalent positions by
classification used to determine Salaries and Wages in Line D. 1 of the chart.

Position Base Salary Current Salary FTE

MRI Tech $50,000 $52,801-$54,500 3

Front Desk $20,000 $14,487-$22,440 25

Registered Nurse $50,000 $55,000 1

Imaging Manager $75,000 $85,000 1
Response:

The amount for the applicant’s annual lease cost, prorated for the space used by

the MRI service is missing from the chart. Please clarify.

Response: The annual allocable lease cost for 2015 is $118,467, for 2016 it is

$122,021, and for 2017 it is $125,681.

13. Section C., Economic Feasibility, Items 5 and 6.a..
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Item 5 - Review of the Historical and Projected Data Charts revealed that the
MRI gross charge was approximately $1639/ procedure in 2014 and is expected
to increase to approximately $1,739/procedure in Year 1 of the project. These
amounts are not reflected in the table provided on page 39. Please explain. If in
erll;oi', Ieasg revise the table and submit a replacement page for the application
labeled as 39-R.

Response: The numbers previousl?r submitted in both charts on page 39 were
submitted in error. Please find enclosed as Supplemental Attachment - Section

C, Economic Feasibility, Item 5 the requested replacement page 39 to reflect the
revised charts. -

Item 6.a - Please also include a comparison to HSDA Equipment Registry MRI
range of charges in the response (1t Quartile, Median, 34 Quartile).

Response: The current and proposed charges are both below the Median
Charges of $2,175.15 for 2013. ’

14. Section C, Economic Feasibility, Item 9
Please show the percentages by payor in Year 1 of the project by completing the

15.

table below.
MRI Service Payor Mix, Year 1
Payor Source Gross Revenue Gross Revenue Average Gross
Year 1 as a% of total | Charge per MRI
Year 1 procedure*

Medicare $2,342,410 32.83% $1,738
TennCare $114,159 1.60% $1,738
Managed care $700,654 9.82% $1,738
Commercial $3,922,091 54.97 % $1,738
Self-Pay $6,421 09% $1,738
Other $49,231 69% $1,738
Total $7,134,968 100% $1,738

*Charges depend on CPT code, not payor.
Section C, Orderly Development, Item 4

What arrangements are planned for MRI imaging interpretation services by
Tennessee licensed radiologist?

Response: The applicant will enter into a PSA with a Saint Thomas Health-
affiliated radiology group, which would provide interpretation services and
ph&fsician supervision of MRI imaging services %ursuant to the PSA. The
radiology group would bill payors directly and be required to maintain
Medicare and Medicaid certification and accept all Applicant patients no matter
the source of payment.



SUPPLEMENTAL #1

Mr. Michael Brent 194
August 25, 2015 _ . August 25, 2015
Page 14 - 3:48 pm

In accordance with Tennessee Code Annotated, §68-11-1607(c) gf)' "..If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the application is deemed incomplete, the application
shall be deemed void." For this application the sixtieth (60*") day after written
notification is October 20, 2015. If this application is not deemed complete by this
date, the application will be deemed void. Agency Rule 0720-10-.03(4) (d? (2) indicates
that "Failure of the applicant to meet this deadline will result in the application being
considered withdrawn and returned to the contact person. Re-sugnﬁ-ttal of the
application must be accomplished in accordance with Rule 0720-10-.03 and requires an
additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the
review cycle which the applicant intends to enter, even if that time 1s less than the sixty
(60) days allowed ;::ty the statute. The supplemental information must be submitted
with the enclosed affidavit, which shall be executed and notarized; please attach the

notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed

complete prior to the beginning of the next review cycle, then consideration of the

application could be delayed into a later review cycle. The review cycle for each

application shall begin on the first day of the month after the application has been
eemed complete by the staff of the Health Services and Development Agency.

] Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d):

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed .with the agency. -
Communications between agency members and agency staff shall not be
prohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the
?[pplicant and the Executive Director or agency staff after an application is
eemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for the purposes of clarification of facts
and issues that may arise after an application has been deemed complete and
initiated by the Executive Director or agency staff are not prohibited.

Should you have any questions or require additional information, please do not hesitate
to contact this office.

Sincerely,
Jeff Grimm

Health Examiner
Tennessee Health Services & Development Agency
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STATE OF TENNESSEE

A . N
COUNTY OFrc\S AVL S0

NAME OF FACILITY: Soin Y Thamas, Madical Patmea dllbh  Scint Thomas Madia
Partna s - Newrosuryry—
Tmasiny Contey—

l, F /] had /rd )*ll‘ - , after first being duly sworn, state under oath that | am the

applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

cC eo

Signatue/T itle

Sworn to and subscribed before me, a Notary Public, this the _<JS” day of 4\\{3@8‘ , 20§,

\
witness my hand at office in the County of AJ 1 DRo~ , State of Tennessee.
/k@ e @/&ﬁu‘

NOTARY PUBLIC

My commission expires %f—\v\}*-'““”] 9 , ;lOlS/.

HF-0043 SeN%
- \ 9

Revised 7/02
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. Jl
0000642775

Newspaper The Tennessean TEAR SHEET
ATTACHED

State of Tennessee
Account Number NAS-534576

Advertiser BRADLEY ARANT BOULT CUMMINGS A

RE: C/M: 206841- 301003 - NOI - SAINT THOMAS MEDICAL PARTNERS

LU L;?_.H_A_/Lu\
" Sales Assistant for the abave mentioned newspaper,

hereby certify that the attached advertisement appeared in said newspaper on the following dates:

P
08/10/15
s
/o [,
Subscribed and sworn to before me this day of

Notary Public
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Tennessee Secretary of State 3:48 pm
¥l Tre Hargett

BUSINESS SERVICES CHARITABLE ELECTIONS PUBLICATIONS LIBRARY & ARCHIVES CONTACT US

Business Services Online > Find and Update a Business Record > Business Entity Detail

Online Payments will be unavailable due to maintenance on August 28, 2015 beginning at 9:00 PM CST through Augusl 29th, 12:01 AM cst. We
apologize for the inconvenience.

Business Entity Detail

Availabl File Annual Report (after 12/01/2015) Entity detalls cannot be edited. This detail reflects the current state
Al e of the filing in the system,
Entity Certificate of Existance
Acti Retum to the Business Information Search.
CLONS veo Wosse Business In Tennessee .
000125457: For-profit Corporation - Domestic [ Printer Friendly Version
Name: HOWELL ALLEN CLINIC A PROFESSIONAL CORPORATION
Old Name: NEUROLOGICAL SURGEONS, P.C.
Status: Active Initlal Filing Date: 02/22/1983
Formed In: TENNESSEE Delayed Effective Date:
Fiscal Year Close: December AR Due Date: 04/01/2016
Term of Duration: Perpetual Inactive Date:
Principal Office: 2011 MURPHY AVE STE 301
NASHVILLE, TN 37203-2023 USA
Mailing Address: 2011 MURPHY AVE STE 301
NASHVILLE, TN 37203-2023 USA
AR Exempt: No Obligated Member Entity: No
Shares of Stock: 10,000
| Assumed Names | || [(History ] || [ Registered Agent |

Name Status Expires
NEUROLOGICAL SURGEONS, P.C. Inaclive - Name Cancelled 02/25/2004
NASHVILLE SPINE CENTER, P.C. Inactive - Name Cancelled 11/04/1996

Division of Business Services

312 Rosa L. Parks Avenue, Snodgrass
Tower. 6th Floor Certified Copies and Certificate of Existence (615) 741-6488 | TNSQS.CERT@1n.gov

Business Filings and Information (615) 741-2286 | BNSOS.CORPINFO@tn.qov

Nashville, TN 37243 Motor Vehicle Temporary Liens (615) 741-0529 | TNSOS.MVTL@tn.gov
615-741-2286

Emall | Directions | Hours and Holidays | Methods

al Payment Workers' Compensation Exemption Registrations (615) 741-0526 | TNSOS WCER@tn.gov

Uniform Commercial Code (UCC) (615) 741-3276 | TNSOS . UCC@tn.qov

Apostilles & Authentications (615) 741-0536 | TNSOS. ATS@1n.gov

Summons (615) 741-1799 | TNSOS ATS@tn.gov

https://tnbear.tn.gov/Ecommerce/FilingDetail.aspx?CN=103124129058008040207248144...  8/24/2015
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PURCHASE OPTION AGREEMENT

THIS PURCHASE OPTION AGREEMENT (this “Agreement”) is entered into as of
August 12, 2015, by and between HOWELL ALLEN CLINIC, P.C.,a Tennessee professional
corporation (“HAC”), and SAINT THOMAS MEDICAL PARTNERS, a Tennessee nonprofit
corporation (“STMP”).

RECITALS

WHEREAS, HAC and STMP have entered into a Professional Services Agreement
(“PSA”) which contemplates STMP’s acquisition of a GE Horizon short bore MRI (the “MRI")
from HAC in connection with STMP’s planned operation of an imaging center located at 2214
Elliston Place, Suite 200, Nashville, Tennessee; and

WHEREAS, in furtherance of the parties’ obligations under the PSA and STMP’s
application for a Certificate of Need in connection with the MRI, STMP and HAC are entering
into this Agreement under which HAC grants STMP an option to purchase the MRI on the terms
set forth below. '

AGREEMENT

NOW THEREFORE, in consideration of the foregoing premises and the promises and
mutual covenants contained herein, and for other good and valuation consideration, the receipt

and sufficiency of which are hereby acknowledged, the partics agree as follows:

| GRANT OF OPTION TO PURCHASE. HAC hereby grants to STMP the
itrevocable right at STMP’s option (the “Purchase Option™), during the Option Period (as
defined below) to purchase the MRI, free and clear of all security interests, liens, claims or
encumbrances of any kind, in exchange for payment in cash of the Purchase Price (as defined
below). '

2. OPTION PERIOD. The “Option Period” shall commence on the date set forth
above and continue through December 1, 2015.

3 PURCHASE PRICE. The total purchase price for the MR1 shall be $359,960
(“Purchase Price”) and shall be paid in accordance with the terms of the Asset Purchase
Agreement to be entered into by the parties.

4, EXERCISE OF THE PURCHASE OPTION. STMP shall provide written
notice to HAC of its exercise of the Purchase Option on or before December 1, 2015.

: FURTHER ASSURANCES. In the event of the exercise of the Purchase Option
by STMP, the parties shall execute and deliver all such further documents and instruments and
take all such further actions as may be necessary in order to consummate the transactions
contemplated hereby.
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6. NOTICES. All notices, requests and other communications hereunder shall be in
writing (and shall be deemed to have been duly received if so given) and given by hand delivery,
by overnight courier or by registered or cerfified mail (postage prepaid, return receipt requested)
at the addresses set forth below: '

To STMP;

Saint Thomas Medical Partners

Attn: Chief Executive Officer

102 Woodmont Boulevard, Suite 800
Nashville, TN'37205

With:a copy to:

Saint Thomas Health

Attn; General Counsel

102 Woodmont Boulevard, Suite 800
Nashville; TN 37205

To HAC:

Howell Allen Clinic, P.C,

2011 Murphy Avenue, Suite:301
Nashville, TN 37203 ’
Atin; President

Z CHOICE OF LAW. This Agreement shall be construed, and the rights and
liabilities of the parties hereto determined, in accordance with the laws of the State of
Tennessee.

8. SUCCESSORS AND ASSIGNS. This Agreement shall be binding upon and
shall inure to the benefit of the parties hercto and the affiliates of STMP. Neither party may
assign this Agreement with the prior written consent of the other party except that STMP may
assign this Agreement to an affiliate.

9. AMENDMENTS; WAIVERS. This Agreement may not be amended,
supplemented or otherwise modified except upon the execution and delivery of a written
agreement by the parties. No waiver by either party of any of the provisions hereof shall be
effective unless explicitly set forth in writing and executed by the party so waiving. The
waiver by either party of a breach of any provision of this Agreement shall not operate or be
construed as a waiver of any subsequent breach.

10.  COUNTERPARTS. This Agreement may be executed in counterparts, each of
which shall be deemed to be an original, but all of which to gether shall constitute one and the
same instrument,

11. HEADINGS. The section headings contained in this Agreement are for reference
purposes only and shall net affect the meaning or interpretation of this Agreement.
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed as of
the day and year first above written. i

SAINT THOMAS MEDICAL PARTNERS HOWELL ALLEN C y PUC.

By:
Name: Gregory Lan{b}d WLD.

Kar n Sprmgcr
President and CEOYSaint Thomas Health  Title: Presiderf |
Dated: 08-[| 4 Dated: 5{ (@4 / {d(

The undersigned signature is for internal
approv punposes only.

4‘ A B
Fahad T
CEO, Samt Thomas Medical Partners
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Consolidated less Health Ministries Consolidated Consolidated C lidated C lidated
A i Presented Reclassification  Arlington Heights  Balti e Birmingh Flint
Assets
Current assets:
Cash and cash equivalents $ 618,418 § 351470 8 - 3 3,940 % 10,061 $ 15119 8 7,313
Short-term investments 109,081 51,860 - 5,497 - 29 500
Accounls receivable, less allowances for
uncollectible accounts ($1,260,407 in 2014) 2,413,616 1,165,698 - 120,498 57,963 72,165 46,071
Inventories 332,739 157,232 - 16,787 7,727 12,067 5,764
Due from brokers 343,757 343,757 - - - - -~
Estimated third-party payor settlements 236,559 150,491 - 445 - 5,166 4,297
Other 562,367 328,739 - 12,235 14,064 12,297. 7,014
Total curvent assets 4,622,537 2,549,247 - 159,402 89,915 116,843 70,959
Long-tenu investments 15,327,255 9,009,634 6,041,614 19,694 16,877 18,693 844
Interest in investments held by
Ascension - - (6,041,614) 369,491 202,929 195,012 177,644
Property and equipment, net 8,410,629 4,076,941 - 692,474 230,893 343,331 153,306
Other assets:
In in lidated entiti 649,888 321,157 - 5,163 16,496 9,609 15,382
Capitalized software costs, net 778,705 504,301 - 9,354 2,184 1,022 12,740
Other 1,509,849 947,716 - 18,163 18,548 12,989 15,686
Total other assels 2,938,442 1,773,174 - 32,680 37,228 23,620 43,808
Total assets 3 31298863 § 17408996 $ - 8 1273741 _ 3 577&_ $ 697499 $ 446,561

68

1403-1210450
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Consolidated
Consolidated  Consolidated  Consolidated  Consolidated  Consolidated € idated  Soginawand  Consofidated  Consolidated  Consolidated
Indi i 1 Milwaukee Maobile Naghville Tawas Wico Washington D.C. Wichita

$ 77988 §$ 9,502 § 3519 ¢ 2973 $ 6,126 $ 19,242 1,118 8 1434 8 14740 $ 83,773
24,088 - 552 - - 86 12,221 2,717 - 11,531
371,346 68,915 25177 87,669 31,049 142,291 34,001 43,049 26,004 127,720
46,718 7,899 3247 11,453 5,708 18,863 6,615 4,621 3,023 25,015

18,433 8,752 - 742 - 13,615 5,634 12,779 2,751 13,454

64,905 10,022 2410 16,151 7,662 27,322 12,027 3,040 6,158 38,2321
603,478 105,090 34,905 118,988 50,545 221419 81,616 67,640 52,676 299,814
103,181 24,353 319 18,480 4,371 46,681 8,329 530 3,798 9,857
2,743:942 113,811 69,863 128,250 180,136 675,612 283,610 173,750 (4,050) 731,614
628,940 179,507 43,596 612,917 65,489 470,030 102,627 99,028 59,678 651,872
82,229 16,199 - 25777 898 37,176 13,301 11,333 3,071 92,097

72,537 720 2,686 31,732 5,130 38,015 17,873 2,832 13,842 63,737
241,900 14,579 15,963 31,164 18,990 53226 22,549 12,447 19,729 66,200
396,666 31,498 18,649 88,673 25,018 128,417 53,723 26,612 36,642 222,034

b 4,476,207 8 454259 % 167332 _§ 967,308 8§ 325,539 § 1,542,159 § 529905 3 367,560 8 148,744 § 1,915,191
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Details of Consolidated Balance Sheet (continued)
(Dollars in Thousands)

Liabilities and net assets
Current liabilities:
Current portion of long-term debt
Long-tenn debt subject to short-tenn remarketing amrangements
Accounts payable and accrued liabilities
Estimated third-party payor settlements
Due to brokers
Current portion of self-insurance liabilities
Other
Total current liabilities

Noncurrent liabilities:
Long-term debt (senior and subordinated)
Self-insurance liabilities
Pension and other postretirement liabilities
Other

Total noncurrent liabilities

Total liabilities

Net assets:
Unrestricted
Controlling interest
Noncontrolling interests
Unrestricted net assets

Temporanly restricted
Permanently restricted

Total net assets

Total liabilities and net assets

70

June 30, 2014

Consolidated Ascension

Consolidated less Health Ministries tidated C lidated Consolidated  Consolidated
Ascension Presented Arlington Heights  Balii ¢ Birmingh Flint

5 91,532 §$ 45503 $ 4916 $ 1,120 §$ 1,656 % 4,162
1,345,530 1,345,530 - = = -
2,293,663 1,424,604 90,893 45,091 53,443 45,326
450,054 199,336 80,106 80 27,284 7,961
332,169 332,171 - - - -
226,856 179,459 5,466 2,292 1,139 2,441
274,645 119,014 8.877 10,650 13,607 2,399
5,014,449 3645617 190,258 59,233 97,129 62,289
4,994,913 1,883,940 476,212 77,150 114,106 286,710
541,859 487,284 21,900 2,182 3,246 3,035
428,679 272,905 14,296 - 473 35
1,343,826 960,998 57,173 9,976 67,130 6,098
7,308,271 3,605,127 569,581 89,308 184,955 295 878
12,323,726 7,250,744 759,839 148,541 282,084 358,167
16,736,190 8,210,953 504,728 421,417 401,934 84,594
1,656,106 1,568,493 (507) - 1,158 -
18,392,296 9,779,446 504,21 421417 403,092 84,594
391,226 226,244 8,979 7,419 10,836 3,254
191,615 152,562 702 465 1,487 546
18,975,137 10,158,252 513,902 428,301 415415 £8,394

3 31298863 § 17408996 § 1273741 $ 577842 $§ 697499 § 446,561

1403-1210450
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Consolidated
Consolidated Consolidated  Consolidated  C lidated Consolidated  Consolidated Sag and  Consolidated Consolidated lidated
Indi Kal Lewistan Milwaukee Maobile Mashville Tawas Waco Washington D.C. Wichita
3 6,655 $ 2,341 § 378 § 4,531 $ 1,004 § 6,629 $ 1992 § 742 % 906 8,997
199,375 48,212 10,409 36,411 16,191 92,926 26,072 20,943 30,289 153,478
71,731 12,350 5,605 433 2,299 16,713 9,768 1,202 9,993 5,193
- = - E = ) - = = >
8,893 1,352 480 2,370 493 10,118 1,454 595 995 9,309
64,347 434 997 12,035 7.260 20,968 1,560 7,159 2022 3316
351,001 64,689 17,869 55,780 21,247 147,352 40,846 30,641 44,205 180,293
458,502 161,280 26,028 312,163 69,202 401,397 124,862 51,093 62,439 489,829
- 3,110 144 6 1,627 2,997 1,703 2,057 2,568 10,000
81,706 47,431 - - 53 6,219 - 5,561 O~ ) -
79,903 23.370 2,403 22,591 11,896 28,595 7,970 9409 6,850 49,464
620,111 235,191 28,575 334,760 82778 439,208 134,535 68,120 71,857 549,293
971,112 299,880 46,444 390,540 110,025 586,560 175381 98,761 116,062 729,586
3,380,925 148,782 120,569 558,288 213,522 916,688 345,694 265,674 27,991 1,134,431
47716 N - - - 2379 - = - 31,861
3,428,641 148,782 120,569 558,288 213,522 924,067 345,694 265,674 27,991 1,166,298
57415 5,300 3|9I 12,676 2,012 29,231 8.159 2,351 4,69) 12,340
19,039 297 - 5,804 - 2,301 671 774 - 6,967
3,505,095 154,379 120,888 576,168 215,534 955,599 354,524 268,799 32,682 1,185,605
5 4476207 3 454259 8§ 167332 8 967,308 S 325,559 % 1,542,159 3 520005 S 367,560 § 148,744 1,915,191

1403-1210450

71



210

SUPPLEMENTAL
#2




- SUPPLEMENTAL #2
State of Tennessee August 31, 2015
Health Services and Development Agencg:48 am

Andrew Jackson Building, 9" Floor i)
www.tn.gov/ihsda Phone: 615-741-2364/Fax: 615-741-9884

August 31, 2015

Michel D. Brent, Attorney

Bradley Arant Boult Cummings, LLC
1600 Division Street, Suite 700
Nashville, TN 37203

RE: Certificate of Need Application Saint Thomas Medical Partners d/b/a Saint
Thomas Medica] Partners-Neurosurgery-Imaging Center, CN1508-033

Acquisition of MRI and Initiation of MRI Service

Dear Mr. Brent,

This will acknowledge our August 26, 2015 receipt of your 8/25/15 supplemental
response regarding your Consent Calendar Request for a Certificate of Need to acquire
the existing MRI unit approved in Neurological Surgeons, P.C, CN9902-013AM and
initiate MRI services under the ownership and management of Saint Thomas Partners, a
wholly owned affiliate of the Saint Thomas Health Network, at 2214 Elliston Place, Suite

200, Nashville (Davidson County), Tennessee.

Several items were found which need clarification or additional discussion. Please
review the list of questions below and address them as indicated. The questions have
been keyed to the application form for your convenience. I should emphasize that.an
application cannot be deemed complete and the review cycle begun until all questions
have been answered and furnished to this office.

Please submit responses in triplicate by 10 AM, August 31, 2015. If the supplemental
information requested in this letter is not submitted by or before this time, then
consideration of this application may be delayed into a later review cycle.

Note: for ease of reference, the additional clarification is formatted to the original HSDA
guestionnaire sent by e-mail on 8/19/15 with responses returned by the applicant to HSDA on
/25/15 (Supplemental 1). Questions from supplemental 1 are noted in italic font.

4. Section B, Applicant Profile, Item 13 and Section C, Economic Feasibility, Item
6.B

Sufplemental 1 - Will professional fees for MRI interpretation services by licensed
ra iolo%ists be reimbursed by the applicant? If the radiologists will be billing separai'el%
using their own provider cen}'ﬁcaﬁon/registration numbers, what assurances apply suc

that the radiologists will hold Medicare and Medicaid provider certification and will be
contracted with the same TennCare MCO plans as the applicant? Please briefly discuss

the arrangements planned in this regard.
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Supplemental 2 - Please also confirm that the radiologists providing imaging
interpretation services participate in the TennCare MCO plans with which the

applicant is contracted.

RESPONSE: All radiologists providing imaging interpretation services participate in the
TennCare MCO plans with which the applicant is contracted:

5. Section B, Project Description, Item ILA.

Supplemental 1 - Please expand the executive summary by identifying counties included
in the primary service area (PSA) proposed for this project. In your response; please
briefly address any key differences from the PSA approved in CN9902-013.

Supplemental 1 - In terms of background, the applicant states that the MRI unit
approved in CN9902-013 will be purchased as part of the acquisition of the physician
practice and will continue lo be used for the patients of the practice. However, 1t appears
that referrals for MRI studies are not limited exclusively to patients of the practice.
Rather, veferrals by other physicians affiliated with the Saint Thomas Network will occur
as well as referrals from non-affiliated physicians in the applicant’s service area. Please

clarify.

Supplemental 2 -The clarification provided indicates that the primary service
area (PSA) is the same or substantially similar to CN9902-013A. Please revise the
service area map attached with the original application to show all the counties
in the PSA.

Supplemental 2 - With the expanded PSA, it appears that the practice would
receive referrals for MRI studies of patients referred by physicians who are not
affiliated with the practice, unless Saint Thomas Partners has a Iarge referral
coordination system in place with member physicians that practice in the
outlying counties. Please briefly describe the referral coordination process that
would apply to use of the medical practice’s MRI service by patients of
physicians that are not affiliated with the Saint Thomas Partners network.

RESPONSE: Please see the attached revised service area map. As to-the referrals, there will be
no MRI studies at the 2214 Elliston Place facility except for patients of physicians who are a part
of the neurosurgery practice. Additionally, the applicant has the ability with its scheduling
system (through the use of software commonly known as “Athena”), to assure that patients who
might receive an MRI study at the 2214 Elliston Place facility are only patients of physician
affiliated with the neurosurgery practice. Patients of other physicians (whether within the broader
Saint Thomas Medical Partners group (but who are not affiliated with the neurosurgery practice)
or who are outside the Saint Thomas Medical Partners group) in need of a MRI study will have
those studies performed at other MRI facilities (within or outside of the Saint Thomas

network).”
9. Section C, Need. Item 5 (Historical Utilization in PSA)
Supplemental 1 - The table is noted. However, HSDA Equipment Regist:;/ now has data
for MRI utilization in 2014, including utilization by residents of Davidson County in
2014. Please revise the table by using the format illustrated in the table below.

Utilization of Existing MRI Providers in Davidson County, 2012-2014
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Provider Type Current Distance | 2012 | 2013 | 2014 | % Use by
Name (PO, ODC, | # units from Change County
Hospital) (specify | Applicant 12-14 | Residents
if (miles) in 2014
mobile)
Provider 1
Provider 2,
ete.
Total

Supplemental 2 - the table above showing the inventory of existing MRI units in
Davidson County was completed as requested. However, HSD will need a
snapshot of the K/IRI inventory of all counties included in the primary service
area (PSA) as clarified in your August 25, 2015 supplemental response, including
Davidson, Cheatham, Robertson, Rutherford, Sumner, Williamson and Wilson
Counties. The inventory can be provided in condensed form in the revised table
below showing the combined totals for each county for the followin,
information: number of fixed and mobile units by type provider (hospital, ODC,

rivate office or HOPD); and, total combined MRI utilization by county from

012-2014. Note: please contact Alecia Craighead, Stat 111 at 615-253-2782 for assistance
with the requested data from the HSDA Equipment Registry.

Utilization of Existing MRI Providers in PSA, 2012-2014
County Type Current | Current |2012 | 2013 | 2014 | %
(PO, ODC, | units Units Change
Hospital, (fixed) (mobile) "12-14
HOPD)

Davidson
Cheatham
Robertson

Rutherford
Sumner
Williamson
Wilson
Total
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RESPONSE: Please see the chart below:
7 Utilization of Existing MRI Providers in PSA, 2012-2014 )
County Type Current | Current | 2012 2013 2014 % MRI Utilization by County
(PO, units Units Change | 2012-2014
ODC, (fixed) (mobile "12-14 | 2012 2013 2014
Hospital, )
HOPD)
Davidson Hosp. 23 0 63,163 | 63,829 | 61,939 [-1.94%
ODC 19+ 0 43257 | 41,061 | 45272 | 4.66%
PO 10** 0 21,826 |22,790 | 24,335 |11.5%
HODC Pl 0 1,918 2,249 2,099 9.44% 130,843 | 130,611 | 134,373
H- 1 0 679 682 728 7.22%
Imaging
Cheatham | Hosp. 0 12 |37 303 298 20.53%
| days/ 375 303 298
. week) |
Robertson | Hosp. 1 0 2,780 3,232 3,407 22.55% 2,780 3,232 3,407
Rutherford | Hosp. 3 0 4507 | 4333 4,503 -.0009% _
oDC 4 0 9,302 12,388 | 13,925 | 17.75% 20,118 | 22,863 | 25,300
PO 2 0 6,309 6,142 6,872 8.92% '
Sumner H- 1 1(1 1,954 2,237 2,418 23.75%
Imaging day/
week)
HODC |1 0 16 |1e0 | 1ees |oiiz% | 2748 | 102 | 10412
Hosp. 2 10 4,958 5,629 5,787 16.72%
PO 1 0 720 723 638 -11%
Williamson | Hospital 1 0 3,654 4,103 4,119 12.73%
Outpatien | 3 0 7,991 7,703 8,012 3%
t
Diagnostic 14,373 14549 14,008
Center
Physician |1 0 2,728 2,743 1,877 -31%
Office
Wilson Hospital |1 0 3,000 2,213 2,472 17.6%
Outpatien |1 0 2,559 2,562 " 3,191 24.7%
t
Diagnostic 7,881 7,772 8,073
Center
Physician | 3 0 2,322 2,997 2,410 3.79%
Office .
Total 79 2 186,118 | 189,589 | 195,971 5.29% 186,118 | 189,589 | 195971 |
*Shared :

*#Includes Shared Davidson PO: 1 with ODC, 1 with HODC; ODC: 1 with an PO

10. Item 6 (Applicant’s Projected Utilization)
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In your response, please complete the table below.

Applicant’s Projected MRI Volumes
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Supplemental 1 - The projected utilization is noted. It would help to have an appreciation
s in Year 1 — both physician members
ted in the primary service area PSA).

by Physician Specialty

Primary MRI MRI Total MRI
Specialty procedures as Procedures Procedures
a result of As a result of Year1
referrals by " other
MD Practice Physicians in
members PSA
Family Practice
Internal Medicine
Orthopedics
Radiology
Neurology
Neturosurgery
| Other
| TOTAL

Supplemental 2 - the applicant states that there are no physicians who refer patients to

the clinic from other {)racﬁces. Based on the expanded service area confirmed in your

August 25, 2015 supg
support the projecte
below:

Physician MRI Referrals in PSA, Year 1

emental response,
utilization of the M

Primary Year 1 MRI

Specialty procedures
as a result of
referrals by
non-affiliated
physicians in
PSA

Family Practice

Internal Medicine

Orthopedics

Radiology

. Neurology
Neurosurgery
Other
| TOTAL

El{ease Provide an estimate of referrals to el
service ar

ea by completing the revised table

RESPONSE: There will be no MRI studies at the 2214 Elliston Place facility except for patients

of physicians who are a part of the neurosurgery practice. The neurosurgery practice has been the
sole source of referrals to this MRI since it was first approved, and as noted elsewhere, the
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volume of studies performed in recent years at the 2214 Elliston Place facility have well
exceeded the amount set forth in the Guidelines. Given that only neurosurgeons affiliated with
the applicant will utilize the MRI, and the other categories noted in the draft chart do not apply to
the group of neurosurgeons, the applicant does believe the chart is necessary.

12. Section C, Economic Feasibility, Item 4. (Historical and Projected Data Charts)

Supplemental 1 - Both Charts — Please provide a detail or breakout of “Other Expenses”,
such as annual costs related to the MRI service agreement and fees to radiologists for
imaging interpretation services.

Supplemental 1 - Please provide a revised breakout of the base salary and full time
equivalent positions by classification used to determine Salaries and Wages in Line D. 1
of the chart.

Supplemental 1 - The amount Jor the applicant’s annual lease cost, prorated for the space
used by the MRI service is missing from the chart. Please clarify.

Supplemental 2 - Projected Data Chart

Other Expenses (Line D.9) - The breakout is noted. The applicant notes that the
total amount shown for 2016 4nd 2017 differ from the amounts shown in the Line
D.9 of the Projected Data Chart submitted in the application. The revised
amounts will need to be shown in a revised Projected Data Chart for the MRI

service.

Salaries and Wages (Line D.1) - the amounts shown in the table total to $195,000
in lieu of $381,000 shown in line D.1 of the Projected Data Chart. Please clarify. If
in error, the revised amount will need to be shown in a revised Projected Data

Chart.

Rent (Line D.6) - the annual allocable lease costs are noted. The amounts will
need to be shown in a revised Projected Data Chart.

The changes to the expense categories noted above will impact the Net
Operating Income of the MRI service in Years 1 and 2 of the project. Please make
all the necessary corrections to the items noted above and submit a revised
Projected Data Chart for the MRI service.

RESPONSE: A revised chart is attached.

In accordance with Tennessee Code Annotated, §68-11-1607(c) (5), "...If an application is
not deemed complete within sixty (60) days after written notification is given to the
applicant by the agency staff that the application is deemed incomplete, the application
sll:l)a]l be deemed void." For this application the sixtieth (60t%h) day after written
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notification is October 20, 2015. If this application is not deemed complete by this
date, the application will be deemed void. Agency Rule 0720-10-.03(4) (df (2) indicates
that "Failure of the applicant to meet this deadline will result in the application being
considered withdrawn and returned to the contact person. Re—sug

mittal of the
application must be accomplished in accordance with Rule 0720-10-.03 and requires an
additional filing fee." Please note that supplemental information must be submitted
timely for the application to be deemed complete prior to the beginning date of the
review cycle which the applicant intends to enter, even if that time is less than the sixty
(60) days allowed by the statute. The supplemental information must be submitted
with the enclosed affidavit, which shall be executed and notarized; please attach the
notarized affidavit to the supplemental information.

If all supplemental information is not received and the application officially deemed
complete prior to the beginning of the next review cycle, then consideration of the
application could be delayed into a later review cycle. The review cycle for each
application shall begin on the first day of the month after the application has been
deemed complete by the staff of the Health Services and Development Agency.

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. > 68-11-1607(d): .

(1) No communications are permitted with the members of the agency once the
Letter of Intent initiating the application process is filed with the agency.
Communications between agency members and agency staff shall not be

rohibited. Any communication received by an agency member from a person
unrelated to the applicant or party opposing the application shall be reported
to the Executive Director and a written summary of such communication shall
be made part of the certificate of need file.

(2) All communications between the contact person or legal counsel for the
3pplicant and the Executive Director or agency staff after an application is
eemed complete and placed in the review cycle are prohibited unless
submitted in writing or confirmed in writing and made part of the certificate of
need application file. Communications for the Eur%oses of clarification of facts
and issues that may arise after an application has been deemed complete and
initiated by the Executive Director or agency staff are not prohibited.

Should you have any questions or require additional information, please do not hesitate
to contact this office.

Sincerely,
Jeff Grimm

Health Examiner
Tennessee Health Services & Development Agency .



SUPPLEMENTAL #2

218
Augpét 31, 2015
9:48 Aam
AFFIDAVIT i
[
STATE OF TENNESSEE
COUNTY OF DAL DS 0
Saint Thomas Medical Partners D/B/A
NAME OF FACILITY: IR Saint Thomas Medical Partners Neurosurgery Imaging Center

I, F'é /\ QQ/ /rﬁh}f , after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Sworn to and subscribed before me, a Notary Public, this the day of , 20
witness my hand at office in the County of QBFN DS , State of Tennessee.
NOTARY PUBLIC
My commission expires Q?CW\MM q . 80 [T_
U ﬂ ‘ .ﬂllE‘élL" ,
\““ 4 "’t,
HF-0043 ““.\?5? e0 e, :1./4? 61'
& Q. SWATE =2
Revised 7/02 I oF 23
: o TENNESggg : =
E 9 .. NOTARY ® -

- s L]
20" e
7 6‘ 8gs0 AV

’Q ’glv e ou N"* i\“\\\



State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243 :
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

LETTER OF INTENT

The Publication of Intent is to be published in Tennessean, which is a newspaper of general circulation in Davidson
County, Tennessee, on or before August 10, 2015, for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
accordance with T.C.A. § 68-11-1601 ef seq., and the Rules of the Health Services and Development Agency,
that Saint Thomas Medical Partners (a Tennessee nonprofit corporation wholly owned by Saint Thomas Network,
which is a Tennessee nonprofit corporation wholly owned by Saint Thomas Health, a Tennessee nonprofit
corporation), intends to file an application for a Certificate of Need for the acquisition of an MRI and initiation of MRI
services, to be owned and managed by the applicant. The MRI service is currently provided in a physician practice
located at 2214 Elliston Place, Suite 200, in Nashville, Tennessee, 37203. The existing equipment, a GE Horizon
short bore MRI with magnet strength of 1.5 Tesla, will be purchased as part of the acquisition of the physician
practice and the MRI will continue to be used for the patients of the practice. The estimated project cost is
$2,213,165.

The anticipated filing date of the application is on or before August 14, 2015. The contact person for this project is
Michae!l D. Brent, Esq., who may be reached at Bradley Arant Boult Cummings LLP, 1600 Division Street, Suite
700, Nashville, Tennessee 37203. Mr. Brent's telephone number is (615) 252-2361 and his e-mail address is

mbrent@babc.co%7 %/ )
lag
/o’ ; 3/0// mbrent@babc.com

(Signature) (Date) (E-mail Address)

The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:

Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street
Nashville, Tennessee 37243

The published Letter of Intent must contain the following statement pursuant to T.C.A. § 68-11-1607(c)(1). (A) Any health
care institution wishing to oppose a Certificate of Need application must file a written notice with the Health Services and
Development Agency no later than fifteen (15) days before the regularly scheduled Health Services and Development
Agency meeting at which the application is originally scheduled; and (B) Any other person wishing to oppose the
application must file written objection with the Health Services and Development Agency at or prior to the consideration of
the application by the Agency.

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete)



CERTIFICATE OF NEED
REVIEWED BY THE DEPARTMENT OF HEALTH
DIVISION OF POLICY, PLANNING AND ASSESSMENT
615-741-1954

DATE: October 30, 2015

APPLICANT: Saint Thomas Medical Partners
2214 Elliston Place, Suite 200
Nashville, Tennessee 37203

CN1508-033

CONTACT PERSON: Michael D. Brent
1600 Division Street, Suite 700
Nashville, Tennessee 37203

COST: $2,213,165.44

In accordance with Section 68-11-1608(a) of the Tennessee Health Services and Planning Act of
2002, the Tennessee Department of Health, Division of Policy, Planning, and Assessment, reviewed
this certificate of need application for financial impact, TennCare participation, compliance with
Tennessee’s State Health Plan, and verified certain data. Additional clarification or comment
relative to the application is provided, as applicable, under the heading “Note to Agency Members.”

SUMMARY:

Saint Thomas Medical Partners, located at 2214 Elliston Place, Nashville (Davidson County),
Tennessee 37203, seeks Certificate of Need (CON) approval for the acquisition of a MRI and
initiation of MRI services to be owned and managed by the applicant. The MRI is a GE Horizon
short bore MRI with a 1.5 Tesla magnet and will be purchased as part of a physician practice. The
MRI will continue to be used for the patients in that practice.

Saint Thomas Medical Partners is a wholly owned subsidiary of Saint Thomas Network. The
applicant owns and operates a multi-specialty medical practice with approximately 375 physicians
and providers and practice location throughout Middle Tennessee and Southern Kentucky. The
service is currently provided R 2214 Elliston Place, Suite 200. The existing MRI was approved for
practice by CN9902-013. The MRI will be wholly owned and operated by the applicant with
professionals and technical personnel provided by the applicant.

The total estimated project cost is $2,213,165.44 and will be funded through cash reserves as
documented in a letter from the Chief Financial Officer in Attachment C. Economic Feasisbility-2.

This application has been placed on the Consent Calendar. Tenn. Code Ann. § 68-11-1608 Section
(d) states the executive director of Health Services and Development Agency may establish a date
of less than sixty (60) days for reports on applications that are to be considered for a consent or
emergency calendar established in accordance with agency rule. Any such rule shall provide that,
in order to qualify for the consent calendar, an application must not be opposed by any person
with legal standing to oppose and the application must appear to meet the established criteria for
the issuance of a certificate of need. If opposition is stated in writing prior to the application being
formally considered by the agency, it shall be taken off the consent calendar and placed on the
next regular agenda, unless waived by the parties.

GENERAL CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all of the general criteria for Certificate of Need as set forth in the
document Tennessee’s State Health Plan.

DOH/PPA/...CON#1508-033 Saint Thomas Medical Partners
Magnetic Resonance Imaging



NEED:
The applicant’s primary and secondary service area population is provided below.

Service Area Total Population 2015 and 2019

County 2015 2019 %o of Increase/
Population Population (Decrease)

Cheatham 40,546 41,481 2.3%
Davidson 671,403 706,549 5.2%
Robertson 72,563 77,441 6.7%
Rutherford 309,088 314,767 12.5%
Sumner 175,794 187,398 6.6%
Williamson 210,823 230,224 9.2%
Wilson 126,659 136,217 7.5%

Total 1,606,876 1,694,077 5.4%

Tennessee Department of Health, Division of Policy, Planning, and Assessment, 2020, Tennessee Population
Projections 2000-2020, Revision June 2015.

The MRI in this application is an existing MRI (CN9902-013) that is part of a physician practice that
is being acquired. The project does not require construction or renovation and will extend the off-
site capabilities of the applicant. Davidson county residents account for 27.56% of the MRI units
procedures performed in 2014. The surrounding counties of Rutherford, Wilson, Sumner, and
Williamson Montgomery, Dickson, and Maury, and other Tennessee counties account for the rest.

This is an existing MRI and will not add another MRI to the service area. The applicant will not
hire staff in addition to those currently in the physician practice.

The applicant’s three year utilization is provided below.

Saint Thomas f/k/a Howell—Allen Clinic, P.C. MRI Equipment Utilization
Facility 2012 2013 2014

Saint Thomas Medical Partners 4,305 4,891 5,012
HSDA Equipment Registry
Saint Thomas Medical Partners projects 4,104 procedures in years one and two of the project.

Saint Thomas Medical Partners provided utilization for all providers in their designated service area
in Supplemental 2. There are 79 MRIs (two are part-time) in the service area that averaged 1,548
procedures per unit.

TENNCARE/MEDICARE ACCESS:

The applicant participates in the Medicare and Medicaid programs. The applicant’'s Medicare
revenues for year one are projected to $2,342,410 or 32.83% of gross revenues and TennCare
revenues of $114,150 or 1.60% of total gross revenues.

ECONOMIC FACTORS/FINANCIAL FEASIBILITY:

The Department of Health, Division of Policy, Planning, and Assessment have reviewed the Project
Costs Chart, the Historical Data Chart, and the Projected Data Chart to determine if they are
mathematically accurate and if the projections are based on the applicant’s anticipated level of
utilization. The location of these charts may be found in the following specific locations in the
Certificate of Need Application or the Supplemental material:

Project Costs Chart: The Project Cost Chart is locates on page 37 of the application. The
total project cost is $2,213,165.44.

Historical Data Chart: The Historical Data Chart is located in the application. The
applicant reported 4,104, 3,906, and 4,258 procedures in 2014, 2013, and 2012 with net
operating income of $822,526, $923,705, and $1,005,494 each year, respectively.
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Projected Data Chart: The Projected Data Chart is located in Attachment 2. The
applicant projects 4,104 and 4,104 procedures with net operating revenues of $1,191,623
and $1,277,373 each year, respectively.

The following chart contains the applicant’s Historical and Projected Charges

Payor Source Current Charges Year 1 Charges Yea Two Charges
Medicare $1,687.90 $1,738.54 $1,790.70
TennCare $1,687.90 $1,738.54 $1,790.70

Private Pay $1,687.90 $1,738.54 $1,790.70
2014 Year 1 Year 2

Private Pay $1,687.90 $1,758.54 $1,790.70

Medicare $1,687.90 $1,156.31 $1,191.00
Managed Care $1,687.90 $582.22 $599.69

CONTRIBUTION TO THE ORDERLY DEVELOPMENT OF HEALTHCARE:
Saint Thomas Medical Partners is wholly owned by Saint Thomas Network. The applicant provides
an organizational chart on page 12 of the application and Attachment A.13.

This project will have a positive effect on the system and will help ensure facilities in the county
are providing patient care at competitive prices.

The projected staffing for the project includes 3.0 FTE MRI technologists.

The applicant has no formal agreements for training but the Saint Thomas Network has numerous
relationships with schools throughout Middle Tennessee.

The applicant is familiar with all licensure requirements and relevant regulatory agencies and
Medicare/Medicaid requirements. The applicant is certified by the American College of Radiology.

SPECIFIC CRITERIA FOR CERTIFICATE OF NEED

The applicant responded to all relevant specific criteria for Certificate of Need as set forth in the
document Tennessee’s State Health Plan.

Magnetic Resonance Imaging
Standards and Criteria

1. Utilization Standards for non-Specialty MRI Units.

a. An applicant proposing a new non-Specialty stationary MRI unit should project a
minimum of at least 2160 MRI procedures in the first year of service, building to a
minimum of 2520 procedures per year by the second year of service, and building
to @ minimum of 2800 procedures per year by the third year of service and for
every year thereafter.

The fixed unit currently performs over 2,800 procedures and has so over the last
three years.
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Saint Thomas f/k/a Howell-Allen Clinic, P.C. MRI Equipment Utilization
Facility 2012 2013 2014

Saint Thomas Medical Partners 4,305 4,891 5,012
HSDA Equipment Registry

b. Providers proposing a new non-Specialty mobile MRI unit should project a
minimum of at least 360 mobile MRI procedures in the first year of service per day
of operation per week, building to an annual minimum of 420 procedures per day
of operation per week by the second year of service, and building to a minimum of
480 procedures per day of operation per week by the third year of service and for
every year thereafter.

Not applicable

An exception to the standard number of procedures may occur as new or
improved technology and equipment or new diagnostic applications for MRI units
are developed. An applicant must demonstrate that the proposed unit offers a
unique and necessary technology for the provision of health care services in the
Service Area.

c. Mobile MRI units shall not be subject to the need standard in paragraph 1b if
fewer than 150 days of service per year are provided at a given location.
However, the applicant must demonstrate that existing services in the applicant’s
geographical area are not adequate and/or that there are special circumstances
that require these additional services.

Not applicable

2. Access to MRI Units. All applicants for any proposed new MRI Unit should document that
the proposed location is accessible to approximately 75% of the service area’s population.
Applications that include non-Tennessee counties in their proposed service areas should
provide evidence of the number of existing MRI units that service the non-Tennessee
counties and the impact on MRI unit utilization in the non-Tennessee counties, including
the specific location of those units located in the non-Tennessee counties, their utilization
rates, and their capacity (if that data are available).

The applicant complies.

3. Economic Efficiencies. All applicants for any proposed new MRI Unit should document that
alternate shared services and lower cost technology applications have been investigated
and found less advantageous in terms of accessibility, availability, continuity, cost, and
quality of care.

Not applicable

4. Need Standard for non-Specialty MRI Units.

A need likely exists for one additional non-Specialty MRI unit in a Service Area when the
combined average utilization of existing MRI service providers is at or above 80% of the
total capacity of 3600 procedures, or 2880 procedures, during the most recent twelve-
month period reflected in the provider medical equipment report maintained by the HSDA.
The total capacity per MRI unit is based upon the following formula:

Stationary MRI Units: 1.20 procedures per hour x twelve hours per day x 6 days per week
x 50 weeks per year = 3,600 procedures per year
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Mobile MRI Units: Twelve (12) procedures per day x days per week in operation x 50
weeks per year. For each day of operation per week, the optimal efficiency is 480
procedures per year, or 80 percent of the total capacity of 600 procedures per year.

The fixed unit currently performs over 2,800 procedures and has so over the last
three years.

5. Need Standards for Specialty MRI Units.

a. Dedicated fixed or mobile Breast MRI Unit. An applicant proposing to acquire a
dedicated fixed or mobile breast MRI unit shall demonstrate that annual utilization
of the proposed MRI unit in the third year of operation is projected to be at least
1,600 MRI procedures (.80 times the total capacity of 1 procedure per hour times
40 hours per week times 50 weeks per year), and that:

1. It has an existing and ongoing working relationship with a breast-imaging
radiologist or radiology proactive group that has experience interpreting breast
images provided by mammography, ultrasound, and MRI unit equipment, and
that is trained to interpret images produced by an MRI unit configured
exclusively for mammographic studies;

Not applicable.

2. Its existing mammography equipment, breast ultrasound equipment, and the
proposed dedicated breast MRI unit is in compliance with the federal
Mammography Quality Standards Act;

Not applicable.

3. Itis part of an existing healthcare system that provides comprehensive cancer
care, including radiation oncology, medical oncology, surgical oncology and an
established breast cancer treatment program that is based in the proposed
service area.

It has an existing relationship with an established collaborative team for the
treatment of breast cancer that includes radiologists, pathologists, radiation
oncologists, hematologist/oncologists, surgeons, obstetricians/gynecologists,
and primary care providers.

Not applicable.

b. Dedicated fixed or mobile Extremity MRI Unit. An applicant proposing to institute
a Dedicated fixed or mobile Extremity MRI Unit shall provide documentation of the
total capacity of the proposed MRI Unit based on the number of days of operation
each week, the number of days to be operated each year, the number of hours to
be operated each day, and the average number of MRI procedures the unit is
capable of performing each hour. The applicant shall then demonstrate that
annual utilization of the proposed MRI Unit in the third year of operation is
reasonably projected to be at least 80 per cent of the total capacity.

Not applicable
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c. Dedicated fixed or mobile Multi-position MRI Unit. An applicant proposing to
institute a Dedicated fixed or mobile Multi-position MRI Unit shall provide
documentation of the total capacity of the proposed MRI Unit based on the
number of days of operation each week, the number of days to be operated each
year, the number of hours to be operated each day, and the average number of
MRI procedures the unit is capable of performing each hour. The applicant shall
then demonstrate that annual utilization of the proposed MRI Unit in the third year
of operation is reasonably projected to be at least 80 per cent of the total capacity.

Not applicable

6. Separate Inventories for Specialty MRI Units and non-Specialty MRI Units. Breast,
Extremity, and Multi-position MRI Units shall not be counted in the inventory of non-
Specialty fixed or mobile MRI Units, and an inventory for each category of Specialty MRI
Unit shall be counted and maintained separately. None of the Specialty MRI Units may be
replaced with non-Specialty MRI fixed or mobile MRI Units and a Certificate of Need
granted for any of these Specialty MRI Units shall have included on its face a statement to
that effect. A non-Specialty fixed or mobile MRI Unit for which a CON is granted for
Specialty MRI Unit purpose use-only shall be counted in the specific Specialty MRI Unit
inventory and shall also have stated on the face of its Certificate of Need that it may not
be used for non-Specialty MRI purposes.

Not applicable

7. Patient Safety and Quality of Care. The applicant shall provide evidence that any proposed
MRI Unit is safe and effective for its proposed use.

a. The United States Food and Drug Administration (FDA) must certify the proposed
MRI Unit for clinical use.

The proposed MRI unit has been approved for use by the FDA.

b. The applicant should demonstrate that the proposed MRI Procedures will be offered in
a physical environment that conforms to applicable federal standards, manufacturer’s
specifications, and licensing agencies’ requirements.

The applicant complies.

c. The applicant should demonstrate how emergencies within the MRI Unit facility will be
managed in conformity with accepted medical practice.
The applicant complies.

d. The applicant should establish protocols that assure that all MRI Procedures performed
are medically necessary and will not unnecessarily duplicate other services.

The applicant complies.

e. An applicant proposing to acquire any MRI Unit, including Dedicated Breast and
Extremity MRI Units, shall demonstrate that:

DOH/PPA/...CON#1508-033 -6 - Saint Thomas Medical Partners
Magnetic Resonance Imaging



All applicants shall commit to obtain accreditation from the Joint Commission, the
American College of Radiology, or a comparable accreditation authority for MRI within
two years following operation of the proposed MRI Unit.

The applicant complies.

f. All applicants should seek and document emergency transfer agreements with local
area hospitals, as appropriate. An applicant’s arrangements with its physician medical
director must specify that said physician be an active member of the subject transfer
agreement hospital medical staff.

The applicant is part of The Saint Thomas Network and has an agreement with it.

8. The applicant should provide assurances that it will submit data in a timely fashion as
requested by the HSDA to maintain the HSDA Equipment Registry.

The applicant agrees.

9. In light of Rule 0720-11.01, which lists the factors concerning need on which an
application may be evaluated, and Principle No. 2 in the State Health Plan, “Every citizen
should have reasonable access to health care,” the HSDA may decide to give special
consideration to an applicant:

a. Who is offering the service in a medically underserved area as designated by the
United States Health Resources and Services Administration;

Not applicable

b. Who is a “safety net hospital” or a “children’s hospital” as defined by the Bureau of
TennCare Essential Access Hospital payment program; or

Not applicable

c. Who provides a written commitment of intention to contract with at least one
TennCare MCO and, if providing adult services, to participate in the Medicare
program.

The applicant complies.
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